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PREFACE 


Social conditions have been changed profoundly since 1945, by technology and by 
decolonization to take two prominent influences, but they stubbornly resist change in other 
areas,! 


A sad example of resistance to change has been the failure of the United Nations 
to respond to the plague of global unemployment, underemployment, and job 
insecurity. The organization and its members have not only underestimated the 
magnitude of the problem. They have failed to piece together the many storm 
warnings of future disaster: the debt crisis, austerity policies, new labor-displacing 
technologies, enormous overcapacity in agriculture and industry, beggar-thy- 
neighbor nationalism, self-centered regionalism, and recessions or depressions in 
many economic sectors and geographical areas. They have ignored the complex 
intertwinings that have brought capitalist, socialist, and developing countries 
together into a mysterious world order that cannot be well enough understood 
through the conventional concepts of classical, Marxist, Keynesian, or post- 
Keynesian economics. In the light of the full employment pledges in the U.N. 
Charter, the Universal Declaration of Human Rights, and the International 
Covenant on Economic and Social Rights, these failures are not merely sad. They 
are tragic. 

In 1984 the Friedrich Ebert Foundation invited the contributors to this volume 
of The Annals to an unprecedented—and long overdue—conference, “Global 
Unemployment: Challenge to Policy-Makers.” Since meeting in Bonn, we have 
refined our findings and have produced this volume. 

Our purpose is ambitious: to help initiate a process of overcoming the resistance 
to change that has undermined earlier commitments to full employment. It is 
therefore a challenge to top policymakers in both governments and transnational 
agencies in all parts of the world. 

It is also a challenge to many others—not only economists, but to all other social 
scientists and to professionals, labor unions, business leaders, and the civil servants 
of national governments and the U.N. family. 

We are under no illusions about the difficulty of the task. This is made clear by 
the tentative nature of many findings and suggestions and by the many aspects of 
the problem that we have not had time or space to explore. We have had to omit 
several papers presented at Bonn. Among them are papers by Rashmi Mayur of 
Bombay, India, and Miguel Teubal of Buenos Aires, Argentina, on Third World 
unemployment, and a paper on transnational politics prepared by Ralph Goldman, 
- who was the first to suggest the holding of our conference. Nor have we been able to 
include the generational approach to unemployment as presented to us in a 
preliminary paper by Ezio Tarantelli, head of the Institute for the Study of Labor 


1, United Nations Secretariat, Department of International Economic and Social Affairs, Office for 
Development Research and Policy Analysis, 1985 Report on the World Social Situation, E] CN.51985/2 
(1985). 
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Economics in Rome. On 27 March 1985, Professor Tarantelli was assassinated by 
terrorists who objected to his views on cost-of-living escalators. If any of us had any 
doubts on the subject, this loss of a brilliant colleague dramatized the fact that our 
subject matter is much more than a mere academic exercise. Rather, it is at the very 
heart of powerful interest conflicts and power struggles that churn beneath the 
surface and, when suddenly erupting into the open, can uproot civilized society. 

A civilized approach to these conflicts is to bring them frankly into the open. One 
might thus look forward to the kind of analysis that would uncover the full diversity 
of both the mutual and the conflicting interests surrounding the growth of labor 
supply and surplus labor. 

This would involve a frank recognition of multiple impacts. Thus lower wages 
and higher profits can both promote more employment and, by reducing 
purchasing power and market demands, undermine longer-term employment and 
profitability. New technologies of computerization and advanced robotics have the 
dual impact of creating'some jobs and destroying others. Job security can both 
motivate people to work more productively and, as demonstrated in many socialist 
countries and capitalist bureaucracies, remove incentives for productive labor and 
produce hidden unemployment i in the form of unemployment on the job.? Which 

outcome is stronger depends on many other variables, including a country’s power 
structure, social policies, managerial practices, and transnational relations. An 
understanding of these many variables requires a nonideological view of the actual 
workings of—to use U.N. terminology—“developed market economies,” “centrally 
planned economies,” and “developing countries.” This, in turn, would be helped by 
the invention of world economy models dealing directly with labor supply, surplus 
labor, informal sectors, and transnational movements of labor, capital, and 
information. .. ` | 

In contrast to such difficult irule, more modest steps forward will occur 
to many readers of this volume. One step would be the inclusion of unemployment 
problems on the agendas'of professional associations. Thus, in the wake of the Bonn 
conference, Dr. Hans Berglind of the University of Stockholm and Dr. Katherine 
Briar of the University of Washington organized the International Network on 
Unemployment and Social Wark. This led to the subject’s consideration by the 
International Council on Social Welfare at its 1985 and 1986 conferences in Finland 
and Japan, respectively, and the council’s publication of The Unemployed: Policies 
and Services.3 Similar steps may be expected by other professional, scientific, or 
research organizations. | 

A major contribution to 3uch activities could be made if the United Nations’ 
General Assembly or secretary general would ask each of the specialized agencies to 


2. “Unemployment on the job,” according to Janos Kornai, is one of “the immanent regularities of a 
socialist economy.” Kornai, Growtk, Shortage and Efficiency: A Macrodynamic Model of the Socialist 
Economy (Berkeley: University of California Press, 1982). In concentrating on labor redundancy in 
Eastern Europe, however, Kornai fails to recognize that in capitalist countries stretch-outs on the 
job—both organized and unorganized—are regular responses to the well-founded fear that working 
more productively would mean working oneself out of a job. 

3. Report from The International Council on Social Welfare, Working Group 9, 13th Regional 
Symposium on Social Welfare, Turku, Finland, 9-14 June 1985. 
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face up to the global iene, The’ soeia rolė of the international Labor 
Organization—particularly i in working with representatives of both: employers and | 
labor—is obvious. But equally important contributions could be made by the U.N. 
agencies in agriculture, health, education, housing, the environment, industrial 
development, trade, disarmament, and, above-all, the International Monetary 
Fund and the World Bank. Most of these agencies. have ignored problems of 
unemployment, underemployment, and job insecurity, Some—often unwittingly—. 
have helped make the situation worse. If National and International Measures for 
Full Employment, the 1949 report of a U. N: group of SADRE, is ever to be updated, 
it would have to deal-with all these’areas.” - - 

In the meantime, a more ‘immediate ak would ‘be an eadi of data 
collection and analysis. As documented 1 in this volume, the labor force concept 
developed decades ago in the Unitéd ’ States was never designed for use in either | 
centrally planned economies or developing’ ‘countries with massive underemploy- 
ment. The global use. of this concept-by UN: agencies is another sad example of — 
resistance to change. Considerable conceptual progtess.is a necessary precondition 
“of more adequate estimation of the-full labor. supply, the labor surplus-—including 
the many forms of underemployment in both wage and nonwage sectors—and the 
social costs and benefits to various’ ‘societal sectors of failures to move toward fuller 
employment and more job security. Toward this end, it would seem obvious that a 
U.N. Group of Experts—with membership from so-called First, Second, and Third 
World countries—be charged with:the task of recommending a staged approach to 
improved measurements of labor supply, eee see aaa under m: 
ployment, and job. security. . ne er A 

- Finally, in preparing its next: report on the world. social situation, the United 
Nations’ Office for Development Research and. Policy Analysis could build on the 
panoramic ‘analysis of its`1985 report and probe more deeply into the facts and. 
trends on labor supply and surplus labor. Its 1988 report could thus become part of © 
a fortieth-anniversary | evaluation of progress and one under the 1948 Declara- 
tion of Human eee : | l 
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Introduction: The Global 
Dimensions of the Employment Issue 


By ALFRED PFALLER 


ABSTRACT: The resurgence of mass unemployment on a global scale is 
closely associated with the slowdown of worldwide economic growth to 
which the labor markets have not yet adjusted. The global character of the 
problem can be approached under the perspective of increased interde- 
pendence of national economies, which might require more coordinated 
growth policies. On the other hand, lack of coordination appears as less 
central to those who diagnose the breakdown of the whole postwar 
syndrome of mutually reinforcing growth-conducive conditions. To rees- 
tablish a new growth syndrome might even require restrictions on the trend 
toward internationalization. Either approach is represented in various 
shades among the articles in this volume, some of which also focus on the 
adjustment of national labor markets to the condition of slow worldwide 
growth. An additional theme brought up in this volume is the importance of 
political priorities for dealing with the challenge of global unemployment. 


Alfred Pfaller studied sociolog and economics in Munich, Mannheim, and Pittsburgh, 

where he received a Ph. D. in 1973. He worked for five years as a research fellow of the West 
German Friedrich Ebert Foundation in Chile and Ecuador and is currently head of the 
foundation’s Research Group on International Economics and Development Policies in 
Bonn. His scientific interest focuses on the relationship between international economic 
dynamics and national societies and on the politics of economic policymaking in the West 
and the South. 
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ORLD out of work” is the sug- 
gestive title of a book by Giles 


Merritt that was published in 1982. 


Four years later the International Labor 
Organization specified that 47 million 
jobs would have to be created in each 
one of the next forty years if the global 
work force were to be fully employed. 
Large-scale underemployment has been 
common in the less developed part of 
the world—the South—for a long time. 
Indeed, it has been considered by many 
as an essential characteristic of under- 
development. But the industrialized 
Western nations have grown accustomed 
to the view that full employment is the 
normal state of affairs and that an 
appropriate kit of policy instruments is 
available to restitute this state in case of 
disturbances. It is for the West that the 
reappearance of mass unemployment in 
the 1970s and 1980s has been a tre- 
mendous shock. Now, after more than 
ten years of crisis, Western societies 
seem to have absorbed the shock. But 
the problem of unemployment is far 
from being solved. Now that accommoda- 
tion rather than solution becomes a 
widespread response, it constitutes more 
than ever a challenge for policymaking. 
From being a problem specific to 
certain countries, unemployment has 
turned into a worldwide phenomenon. 
But we cannot postulate that it is eo ipso 
a problem that requires a global policy 
approach. Only a thorough analysis 
could warrant such a conclusion, which 
deviates somewhat from the widely heid 
view of full employment as the respon- 
sibility of national economic policy- 
makers. It is precisely the purpose of the 
following articles to inquire into the 
international and transnational dimen- 
sions of the challenge of unemployment: 
the origins of the problem and the 
constraints it imposes on solutions. 


The resurgence of mass unemploy- 
ment in the West is closely associated 
with the generally much slower pace of 
economic growth since the early 1970s. 
In this short period, there have been 
considerable lay-offs due to contraction 
in demand and production. In the longer 
run, increasing productivity per man- 
hour has let the demand for labor shrink 
because the expansion of production 
has proved insufficient to provide ade- 
quate compensation for the productiv- 
ity effect, as it had done beforehand. In 
the Third World, with its long-standing 
problems of underemployment, the cri- © 
sis of economic growth has destroyed 
the hopes for a continuous absorption 
of the labor resources and has actually 
made the situation deteriorate consid- 
erably. To meet the challenge of unem- 
ployment, the Western nations may 
have two broad strategic options: (1) 
regaining high economic growth rates, 
and (2) adjusting their labor markets to 
slow growth by slowing down the growth 
of average productivity per man-hour 
and by reducing the supply of man- 
hours. The Third World has only one 
chance: rapid growth, even though this 
by itself does not generate a solution to 
mass unemployment. In any country, 
the question of what can be done about 
unemployment demands answers to the 
question of what can be done about eco- 
nomic growth. It is the anatomy of the 
worldwide economic crisis where the 
inquiry into the transnational dimen- 
sions of unemployment must start. 

To attribute a global character to the 
crisis of economic growth and to the 
ensuing problem of unemployment can 
imply different notions of the world 
economy and the place of national econ- 
omies within it. Generally accepted is 
the view that economic developments in 
some countries have effects throughout 
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the world economy and that their reac- 
tions in other countries likewise are fed 
back into the international system. In 
this way, healthy economies are affected 
by stagnant tendencies elsewhere, be- 
cause they are part of a larger world 
economy. The appropriate analogy 
would be a crew sitting in a rowboat. 
Everybody advances more slowly if one 
member of the crew becomes tired. It 
may even be that the other members 
then also drop out because they cannot 
support the additional strain caused by 
the first dropout. Of course, in the world 
economy, interdependence is not sym- 
metrical. Some economies are more 
dependent than others on the world 
market and some affect more than others 
the destiny of the world economy. The 
notion of dominant economies refers to 
this symmetry. One can go back once 
more to our analogy and think of the 
national economies as crew members of 
different strength and, therefore, with 
different impact on the boat’s speed. But 
the analogy does not catch a crucial 
aspect of asymmetrical economic inter- 
dependence. One would have to say that 
some crew members are sitting more in 
the common boat than others. What 
matters is the different ability to gen- 
erate and maintain national economic 
growth—leading eventually to national 
full employment—regardless of eco- 
nomic growth elsewhere. This ability is 
not just a function of strength and 
relative weight in the international econ- 
omy but one of nonintegration into the 
world economy—in terms of our pic- 
ture, the availability of one’s own little 
rowboat. s 

The more we are inclined tc consider 
the world economy, or: at. least the 
capitalist world economy, as one inte- 
grated system, the less’ independent 
growth-generating ability we can attrib- 


ute to the single nation-state. The most 
we can concede, then, to the effectiveness 
of national growth policies resembles 
the impact of z strong crew member’s 
determined effcrts on the performance 
of the rest of the crew. The so-called 
locomotive theory, which has been 
playing a role in international economic 
diplomacy in tke last decade, argues in 
this direction, even though the image of 
an active locomotive and passive rail- 
road cars overstresses the difference 
between the various countries’ poten- 
tial contributions to global economic 
growth. But it is quite possible that no 
single crew member is strong enough to 
get the common boat moving fast again 
and that any attempt to do so only ends 
up exhausting its initiator if the other 
crew members do not increase their 
efforts as well. It seems that in this 
case only a coordinated attempt can be 
successful.! 

However, applying this idea to the 
reacceleration cf worldwide economic 
growth presupposes that a recipe for 
making the economies move fast again 
is indeed available, that it is only the 
ingredient of international.coordination 
or of agreemen! among national gov- 
ernments that is still missing. Perhaps it 
is more appropriate to think of the crew 
members rowing in the global economy 
boat not in terms of nation-states but in 
terms of economic sectors: the world 
automobile industry, the world elec- 
tronics industry. the world steel indus- 
try, various naticnal construction indus- 
tries, and so forth. Then the question 1s, 
Who can do what to make these eco- 


I. For a discussion of the locomotive theory, 
see Kurt W. Rothsckild, “The Neglect of Employ- 
ment in the International Economic Order,” this 
issue of The Annals of the American Academy of 
Political and Social Science. 
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nomic sectors grow faster again? Who 
are the ones who must coordinate whose 
actions? Is it national governments that 
can meaningfully agree upon something 
that accelerates permanently the expan- 


sion of production in sufficient eco- - 


nomic sectors? Agree on what? The 
answers obviously depend on the nature 
of the economic growth process in an 
integrated market system and on the 
causes of its slowdown, which brings us 
back to our earlier question. 

The notion of global economic inte- 
gration or interdependence elevates to 
the international ievel the problem that 
otherwise would arise on the national 
level. The difference is that the distinc- 
tion between national and external fac- 
tors becomes rather irrelevant, at least 

as a starting point. The attempt to locate 
the origins of the crisis aims primarily at 
attributes of the global economic system 
as a whole rather than at attributes of 
specific countries, even though it does 


‘not exclude the latter a priori either. Itis - 


similar to a diagnosis of an infectious 
fever: the search for the causing microbe 
does not focus on certain parts of the 
body, such as the left upper arm or the 
lower jaw. 

But, of course, all these preliminary 
thoughts can only open our eyes to 
diagnostic possibilities that might escape 
our attention if we focus too narrowly 
on the national economy. As Lars Anell 
emphasizes in his article in this issue of 
The Annals, our understanding of the 
worldwide economic crisis is still very 
limited. We might suspect that it is a 
virus that affects the international sys- 
tem as a whole rather than certain parts 
of it. But maybe we have not yet dis- 
covered the virus and we are very uncer- 
tain about how it works. Before’ we 
review briefly the contributions of this 
volume to the search for the virus of 


economic stagnation, a few words are in 
order on the structure of the ongoing 
discussion. 

The frequently made distinction be- 
tween explanations that emphasize the 
insufficiency of demand and others that 
stress the deficiencies on the supply side 
of the market economy? appears less 
important to us than another one. There 
are those who attribute the end of the 
postwar period of high growth rates and 
full employment to maladjustments or 
disturbances that are essentially of an 
accidental nature and that can be com- 
pensated for by appropriate policies. 
The neglect of inflation since the end of 
the 1960s, the overshooting policy reac- 
tions since the late 1970s, the escapades 
of the price of oil, and the malcoordi- 
nation of the international economy 
since the breakdown of the Bretton 
Woods system would be such correctable 
factors. Among the contributions to this 
Annals volume, the one by Wilhelm 
Hankel reflects perhaps most clearly 
this approach. Kurt Rothschild’s and 


- Wolfgang Hager’s articles contain essen- 


tial elements of it. 

But there are other approaches to 
explain the crisis that focus on more 
profound evolutionary changes. Their 
common paradigm is that of a long- 
term, cumulative process-in the course 
of which the fundament of favorable 
conditions on which the long postwar 
boom rested is eroded. Among these 
more pessimistic approaches, a socio- 
logically inclined school has gained a 
certain prominence. It registers a pro- 
pressive societal sclerosis all over the 
West that affects the central ingredients 


2. On this issue, see Wolfgang Hager, “The 
Neomercantilist Constraint,” this issue of The 
Annals of the American cies of Political and 
Social Science. 
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of sustained economic growth—namely, 
entrepreneurial investment initiatives 
and the steering function|of the market. 
Increased emphasis on economic secu- 
rity, unwillingness to adjust to changing 
conditions, concern with the distribu- 
tion——rather than the creation—of wealth 
are said to be corollary 3 pects of this 
sclerosis.3 
The theme is echoed in pert by the- 
ories that stress the cyclical nature of 
long-term growth periods'like the period 
comprising the first two postwar de- 
cades. They see at the beginning of such 
a long-lasting—albeit not completely 
uninterrupted—prosperous phase a syn- 
drome of favorable social, poli-ical, tech- 
nological, and economic conditions that 
at first reinforce each other. But they 
also have their own evolutiona-y dynam- 
ics. So, as time passes, ithe originally 
mutually supporting aspects of the syn- 
drome contradict each other more and 
more. The economic machine, so to 
speak, runs less and less kmoothly and 
becomes increasingly vulnerabk to exter- 
nal disturbances. According to this way 
of looking at the crisis, which is exem- 
plified by Elmar Altvater’s contribution, 
it is not sufficient to correct one or 
another imbalance, like excessive wage 
increases, too stringent monetary tar- 
gets, or chaotic exchange e rate fluctu- 
ations. What is needed is rather the 
formation of a new syndrome of mutu- 
ally reinforcing favorable conditions. 
To promote this formatior process 
would then be the true: challenge of 
unemployment. 
If our suspicion, mentioned earlier, 
that we live today in a highly integrated 


3. This aspect is considered ir Lars Anell, “The 
Breakdown of the Postwar Boom,” this issue of 
The Annals of the American Academy of Political 
and Social Science; Manfred Wegner, “Creating 
New Jobs in the Service Sector,” ibid 
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global economy is true, the desired new 
dynamic of accumulation can only be a 
global one. And the new growth-con- 
ducive set of conditions could only be 
established on a global level. The right 
sort of international economic relations, 
adjusted to the social and political 
dynamics of tke nation-states, would 
have to be a vital part of the set. 

The notion of a high-growth syn- 
drome implies that it is historically 
specific, responding to the technologi- 
cal, political, ard cultural givens of the 
historical moment. It is not a question of 
restoring timeless principles of eco- 
nomic order, lixe some of the supply- 
side theoreticians seem to insinuate. For 
it is precisely the divergent evolution of 
the various spheres of reality that leads 
to increasing maladjustment and trans- 
forms the growth syndrome into a crisis 
syndrome. Seer from such a historical 
perspective, the zentral intellectual chal- 
lenge would not be to find the crisis virus 
that affects the economic organism, but 
to arrive at an adequate understanding 
of the new historical situation with its 
specific constraints and its specific pos- 
sibilities. It is almost needless to repeat 
our suspicion, that essential features of 
this new situation are to be looked for 
in the internatianal and transnational 
sphere. 

In our short discourse we have used 
various metaphors that correspond to 
different steps in the intellectual global- 
ization of the employment problem: 
interdependencz of national growth 
rates, integrated dynamic of global accu- 
mulation, compkxity and historical evo- 
lution of the conditions of accumula- 
tion. This sequence of conceptual steps 
denotes a possibility rather than a logi- 
cal necessity. Obviously, not every stu- 
dent of the global employment problem 
is willing to follow it. But it provides the 
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editors of this volume with a device to 
order the various contributions as far as 
the first part of the challenge is con- 
cerned, namely, the recuperation of rapid 
economic growth. 


ARTICLES IN THIS VOLUME 


The first two articles in this volume 
adopt the perspective of an integrated 
capitalist world economy that is as a 
whole confronted with growth-reducing 
circumstances. Lars Anell sees them to 
some degree as the result of a nor- 
malization process that occurred when 
the reservoir of extraordinarily. favor- 
able circumstances that had sustained 
the long postwar boom was depleted. 
Emphasizing that this whole process is 
still not too well understood, he lists a 
number of factors—mostly demand-side 
factors—that once had facilitated rapid 
growth but could not do so forever. As 
new growth engines need to replace the 
old, worn-out ones, social rigidities are 
increasingly felt that may have been 
building up during the phase of pros- 
perity. Even though Anell makes clear 
that a lot more could be done about 
stimulating growth, his main thrust of 
policy recommendations goes in the 
direction of making full employment 
more compatible with the generally 
slower pace of economic growth. 

Elmar Altvater adopts very decidedly 
the point of view of one integrated 
capitalist world economy, which is in 
crisis. Trying to explain the persistence 
of this crisis, which, according to him, 
has its origin in the decline of profits, he 
points to a crucial vicious circle: the 
tremendous expansion of purely finan- 
cial investment and debt, initially caused 
by the dearth of real investment opportu- 
nities, continually reinforces the imped- 
iments to the recuperation of real invest- 


ment and, thus, of economic growth. 
The network of international financial 
relations with its structure of vested 
interests—interests of transnational 
agents and of national governments— 
will have to be somehow undone if 
renewed priority is to be given to growth 
and employment. | 

The theme of wrong priorities being 
embedded in the system of international 
economic relations is also brought up by 
Kurt Rothschild. He points out that the 
extent of worldwide economic interde- 
pendence is given inadequate recognition 
in the rules that govern international 
economic relations. As a consequence, 
growth and employment goals are subor- 
dinated and often sacrificed to the con- 
cern for balanced foreign accounts, 
because the latter defines an interna- 
tional obligation whereas the former are 
still—but wrongly—considered a na- 
tional affair. To use once more our first 
metaphor, the fellows in the rowboat are 
very strict about not getting entangled, 
because—after all—they sit very close to 
each other; but they forget about moving 
the common boat forward. Rothschild’s 
obvious solution is: either allow those 
who want to move faster to use their 
own private boat or, better, subject the 
whole crew to the discipline of fast 
common motion—or at least create a 
commitment to the advancement of the 
common boat. 

For Rothschild it is the asymmetry of 
international regulation that impedes 
effective full-employment policies. Wil- 
helm Hankel, in turn, emphasizes the 
deficit of international regulation in the 
monetary sphere, which for him is respon- 
sible for the emergence of the growth- 
paralyzing debt crisis. In this aspect he 
agrees with Elmar Altvater, without 
subscribing, however, to the causal 
notion of insufficient real profits. For 
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Hankel the crucial iA ee is that policy 
instruments that on relive in kt level 
have proved rather effective in keeping 
the crisis dynamics, whatever their ori- 
gin, under control are simply not being 
used on the global level. The problem is 
not the disease as such but the fact that 
the vaccine that is known and available 
is not.applied, because] nobody is in 
charge of doing so. Hankel pleads, in 
addition, for policies that would i increase 
the employment-generating capacity of 
the growth rates—albeit limited ones— 
that can realistically be iexpected. We 
shall come back to this part of the issue: 

A very different mechanism by which 
international considerations impede the 
pursuit of economic growtk and full 
employment is identified, by Wolfgang 
Hager. For him, it is the abso! tute prior- 
ity attributed nowadays in most indus- 
trialized countries to international com- 
petitiveness that proves| incompatible 
with a deliberate stimulation of demand. 
As Hager points out, the measures 
adopted by a country to improve its 
chances in the high-technology race have 
a strong austerity bias and, in addition, 
promote the replacement of human labor 
by sophisticated capital equipment. Only 
a certain liberation from the dictate 
of international competitiveness can, 
according to Hager, restore full employ- 
ment in the Western countries. 

Hager’s thesis is theoretically under- 
pinned by Alfred Pfaller, who recon- 
siders the wealth of nations within a 
hierarchically structured , global econ- 
omy. A decisive element ‘in his line of 
reasoning is that the wealth-creating 
productive apparatus of a nation is not 
just an outcome of national hard work, 
saving, investment, innovation, and the 
like, but also the result of a country’s 
position in the global ‘market. Spatial 
concentration of the world’s productive 
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potential together with spatial access 
barriers make for positive and negative 
income privileges of national popula- 
tions. Since the national economic inter- 
est is closely associated with such privi- 
leges, the nation-states are compelled to 
make considerations of market creation 
secondary whea the privileged market 
positions are at stake. This is precisely 
the case with the ongoing technological 
revolution. It triggers the effect Hager 
observes and, thus, also brings to an end 
the whole syndrome of the stability- 
based and mass~consumption-based post- 
war boom. Pfa_ler’s analysis also attri- 
butes crucial importance to the way the 
labor surplus of the world’s less de- 
veloped regions becomes incorporated 
into the globel market, potentially 
threatening—as old access barriers 
fall-_the economic privileges of the in- 
dustrialized countries’ work force. 

This whole complex of global surplus 
labor and its significance for the tradi- 
tional full-emp_oyment regions is the 
topic of the vclume’s second section. 
Hilde Wander analyzes the demographic 
background of the problem. She makes 
abundantly cleer that “major employ- 
ment problems are still to come,” even if 
in major parts of the world people’s 
generative behavior should be rapidly 
adjusted. to the conditions of a new 
demographic equilibrium. At the same 
time she emphasizes the interconnection 
of relative economic stagnation and 
demographic dynamics and pleads for a 
disruption of the vicious circle by estab- 
lishing comprehensive patterns of decen- 
tralized growth and meaningful per- 
sonal advancement on the communal 
level—a program that requires, we would 
like to add, free space for the develop- 
ment of local prcduction for local needs. 

That in reality economic dynamics in 
less developed countries work almost 
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always in the opposite diréction ia the n 
- Jem. identified by Hartmut Elsenhans. 


message of Guy Standing’s contribu- 
tion. He analyzes various “development 


strategies” that have been pursued:so far 
and concludes that with the exception of- 


East Asia’s rather exclusive export-ori- 
ented industrialization they all exacer- 


bate the: problem of. ‘unemployment. : 


Subjecting the very concept of. unem- 


ployment to a critical examinātion, 
Standing defends his: findings against 
the contradictory view of the. wore l 


Bank and others. 


- Peter Gray’s contribution, like ce those: 
of Hartmut Elsenhans and Alfred Pfaller, - 


deals with the way Southern unemploy- 


ment communicates with the Northern . 


labor markets. Unlike the other two, he 


focuses on the adjustment ‘problems 
caused for thé industrial countries ‘by. 


thei increasing industrial competitivenéss 
of low-wage countries. According ‘to 
‘Gray, these problems arise because (1) 
Southern imports might not right away 
compensate every Northern trade part- 


ner’s,lóss of business and jobs to the néw . 


low-wage competitors; (2) those North- 


em industries that grow in response to ` 
increasing Southern demand are. less — 
labor-intensive than the ones that shrink . 


due to Southern competition—that i ‘18, 


there is a jump in average ‘Northern : 
productivity that in the absence of:cor- - 


responding adjustments causes techno- 
logical unemployment; (3) there are seri- 
ous supply. rigidities that impede the 


compensating expansion of competitive ? 
industries; and (4) part’of the labor force 
' simply is not 8uited for the new growth ` 


industries. All these. deficiencies ‘in the 
various markets’—most ofall the North- 
ern labor market’ s—adjustment. fleéxi- 
bility can cause considerable unemploy- 


ment in the short and medium term. But — 


in the long run the problems: analyzed by 
Gray would tend to ipa oie i 
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This’ is P the case with the prob-. 


Like Pfaller he points to the danger of 
an. uncompensated -net -réplacement of 


. Northerir high-wage by Southern low- 
wage labor and the concomitant export 
of Southern mass unemployment to the 


Northern: ‘labor markets. But for him 


‘this doés not just mean that growth that | 


was Once: ‘North-bound dissipates to the 
Southern periphery ‘of the world econ- 
omy. ‘Elsenhans comes to the conclusion 


that globakeconomic growth is jeopar- 


dized because the worldwide abundance 
of labor -uncouples wages from the devel- 
opment of labor productivity and thus 
causes a systematic shortage of demand. 

Accordingly to his analysis, improving 


‘the flexibility of adjustment in the North 


will do ‘nothing to solve the problem. 
Whati is needed is to. absorb the Southern . 

surpliis labor through autonomous accu- 
mulation processés in the South and 


' thus’ to prevent Southern labor abun- 
dance from. communicating with the 


Northern: labor markets. By sketching 


out the’main lines of:the appropriate 


development . strategy—which ‘echoes 
several of Hilde Wander’s proposals— 


| Elsentians also suggests an answer to the 
question. raised by Standing’ saccount of 
ay ‘failures. i 


“ Elsenhäns’s. basic idea of ere | 


autonomous accumulation processes on — 


a less than global level is also central to 


- the somewhat different problems ad- 


dressed by. Hager and in part by Pfaller. 


This idea’ is linked—albeit in different 


ways—=to another central idea: to put 
politics i in control of markets again. For 
Hager ' it is most clearly a matter of 
keeping’ thé economic, dynamic within 
the reach of enforceable political prior- 
ities—that is, in the reach of the nation- 
staté—and ‘of curbing: correspondingly 
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ommends, more hesitatingly, a shock- 
absorbing national resistance to a process 
that in essence should—and could—not 
be stopped. Rothschild ‘and Hankel— 
and less clearly, also Alvater—go i in the 
other direction; they plead for extending 
the reach of politics beyond the nation- 
state into the global sphere and for thus 
imposing the socially desirable priorities 
again on the internationalized economy. 
For Pfaller it would not only be the 
control of politics over! markets that 
matters but also the adjustment of the 
nationally fractured political dynamics 
of priority setting to the|new suprana- 
tional common interest las it is being 
defined by the increasing transnation- 
alization of the economy; that is, the 
economic policy would ha ve to be dena- 
tionalized, too. j 

Not all the contributions to this vol- 
ume treat higher economic grcwth rates 
as a precondition for fu employment 
and discuss ways of restoring this pre- 
condition. Several authors address the 
question of how the creation or employ- 
ment can be adjusted to the context of 
generally slower growth. Since this per- 
spective takes the demand function for 
labor by and large as given: it must focus 
on the supply side of the labor market. 
The problem returns, thus, to the na- 
tional or even more local level. The two 
basic approaches are to (1) meke labor 
cheaper to potential employers, and (2) 
reduce the supply of labor! 

The first one is elaborated by Wilhelm 
Hankel and by Manfred Wegner. Lars 
Anell also’ emphasizes its'importance. 
Wegner attributes the creation of a great 
number. of new jobs in the American 
service sector during a period of rather 
moderate economic growth predomi- 
nantly to the flexibility in thz labor- 
supply conditions, including wages, 
working hours, length of employment 
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contracts, and others. Whereas this ap- 
proach burdens the costs of adjustment 
on the job seekers, Hankel and Anell 
favor changes in tax regimes that increase 
labor’s competitiveness vis-a-vis capital 
without reducing the worker’s real. 
income. In addition, Hankel would 
relieve restrictions that declare certain 
forms of work as illegal. 

Both Hankel’s and Wegner’s ap- 
proaches amount to keeping average 
labor productivity within the limits set 
by economic growth. In part, this means 
renouncing possible benefits of labor- 
saving technical progress, which is not 
the case in the approach recommended 
by Louis Emmerij. He presents a most 
comprehensive scheme of bringing the 
demand for jobs in line with their sup- 
ply. In Emmeriy’s own words, it “amounts 
to profound changes in the social and 
cultural domains of society with a view 
to achieving a better balance between 
remunerative work and other aspects of 
human life.” Central ideas are a more 
flexible sequence of periods devoted to 
working, leisure, and education during a 
person’s lifetime and the uncoupling of 
income flow and traditionally defined 
work. It should be noted, however, that 
such national schemes of reducing the 
supply of job-seeking labor presuppose 
that the problem of industrial relocation 
to labor-abundant countries is somehow 
under control. l 

The policy proposals presented by 
Emmerij, Hankel, Wegner, Elsenhans, 
and, less elaborately, by others can all be 
discussed as to their respective merits 
and flaws on a technocratic level: would 
they indeed have the effect attributed to 
them by their advocates? At what costs? 
The second question implies that the 
challenge is not only an intellectual one 
of finding out causes and devising rem- 
edies, but that choices might have to be 
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made in favor of employment at the 
expense of other goals. To meet the 
challenge of unemployment means both 
to find solutions and to impose them. As 
we mentioned earlier, imposing solu- 
tions can in part be a matter of extending 
the reach of politics into the economic 
sphere. But it is more than that. It 
requires the political will to take the 
necessary steps and it requires that those 
who want to take them can overcome 
the resistance of those who do not want 
to bear the costs. 

In a way, the central message of 
Rothschild’s contribution—echoed also 
in Hankel’s article—is that the concern 
for employment has been absent in the 
regulation of international economic 
relations. Thus the decisive step toward 
a solution would be that governments 
introduce full employment as a priority 
consideration into international eco- 
nomic relations and reshape the rules 
accordingly. 

That much can be done, regardless of 
worldwide economic difficulties, for full 
employment in each industrialized coun- 
try if political priority is given to it is 
shown by Manfred Schmidt. His com- 
parison of 15 countries of the Organiza- 
tion for Economic Cooperation and 
Development shows significant differ- 
ences in unemployment that can only be 
explained by differences in political as- 


pects. His conclusion—simplified here— 
is that those countries where political 
processes produced a “willingness to 
pursue a policy of real full employment” 
also achieved their goal. Rather than a 
matter of economic growth, it becomes 
one of distributing the costs of economic 
adversity. 

This provides the background for the 
final article, by Bertram Gross, which 
deals with the problem of how to make 
full employment an effective political 
priority on a worldwide scale. Echoing a 
central theme of Standing’s article, Gross 
Maintains that the prevailing response 
to mass unemployment is to play it 
down and to define it away to the point 
where so-called natural—and hence 
somehow not problematic—unemploy- 
ment in reality means the maximum rate 
of unemployment that is politically tol- 
erable. Gainful employment would have 
to be considered an inalienable right of 
every adult person, if adequate and 
imaginative means—see Emmerij’s arti- 
cle!—-were to be devised to deal with 
economic adversity rather than blaming 
it for its supposedly unavoidable social 
costs. It would be essential to revitalize 
in the United Nations the commitment 
to this basic right in order to bring about 
a global response to the challenge of 
unemployment. 


hoo 
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The Breakdown of the Postwar Boom 
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ABSTRACT: Mass unemployment has returned to Europe, and we know 
precious little about its causes and effective remedies. There is, however, a 
clear connection with the breakdown of the postwar boom. In the 1970s a 
long period of rapid stable growth abruptly gave way to sluggish, unstable 
growth and financial insecurity. The general consensus among economists 
is that classical unemployment increased rapidly during the 1970s. There 
are, however, manifest problems on the demand side. The international 
economic system is intrinsically geared toward contraction. The classical 
remedy—that is, lower real wages—could work in theory. In practice, it is 
too painful and wasteful to be politically feasible. The obvious measures 
are lower payroll taxes and social service charges in order to reduce labor 
costs without reducing wages; internationally coordinated demand man- 
agement; and more employment-focused priorities. 


l 
{ 


Lars Anell graduated from the Stockholm School of Economics and from the University 
of Stockholm in 1966 and joined the Treasury. During most of the 1970s he was head of the 
department for planning and- research in the Foreign Office. In 1978-79 he was a research 

fellow with the Secretariat for Future Studies before becoming director general of the 
Swedish Agency for Research Cooperation and Developing Countries. In 1983 he joined the 


Prime Minister’s Office and was appointed Swedish ambassador to the United Nations 
Organization in Geneva in 1986. 


22 


BREAKDOWN OF THE POSTWAR BOOM 


WO things are really striking about 

the present unemployment in West- 
ern Europe. The first is that so many 
countries have slipped into mass unem- 
ployment without serious political—or 
even electoral—consequences. The sec- 
ond is the inadequacy of our knowledge 
of causes and remedies. The only real 
improvement as compared with the inter- 
war years is that we are now more 
concerned about unemployment, and 
professional economists devote a lot of 
effort to both empirical and theoretical 
research.! 


In view of this state of affairs, we’ 


must be modest about what can be 
achieved in a brief article. Thus there 
will be no attempt here to present an 
outline of a theory to explain high 
unemployment. The approach will be 
much more pedestrian. We will try to 
indicate some factors that obviously 
contribute to increased unemployment. 
The aim is to point out a selected 
number of policy measures that should 
promote employment in the long run. 
We shall not argue that these measures 
together are sufficient to achieve full 
employment, but simply that they will 
promote a shift in the right direction. 
And that is better than to accept high 
unemployment and shut one’s eyes to 
even the most obvious causes. 


THREE TYPES OF UNEMPLOYMENT 


In accordance with what is now al- 
most common practice we shall distin- 


I. According to Mark Blaug, “The striking 
characteristic of British economics in the 1920's 
was the lack of concern over unemployment and 
the failure to realize its extent.” Blaug, Economic 
Theory in Retrospect (Homewood, IL: Richard 
D. Irwin, 1968), p. 661. Guy Routh points out that 
very few articles about employment were pub- 
lished in academic journals in the thirties. Routh, 
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gush between classical, Keynesian, and 
frictional unemployment. 

Classical unemployment is caused by 
wages that are too high. Firms refrain 
fram hiring available labor since the 
additional costs thus generated will 
exceed the extra revenue. It is usually 
asserted that this type of unemployment 
is voluntary in the sense that the unem- 
picyed choose to be so instead of offering 
their services at a lower price. The 
assumption behind this notion is that 
everybody could be gainfully employed 
if only they were ready to accept the 
waze rate that would clear the market. 
Thus another way of explaining clas- 
sical unemployment is to say that some 
pecple prefer leisure to the wages actu- 
ally offered. : 

In this classical world there are very 
strong forces at work to maintain full 
em>loyment equilibrium and market 
clearing. The process that is supposed to 
reestablish full employment could pro- 
ceed something like this. An excess 


supply of labor exerts a downward 


pressure on wages. Since wages consti- 


- tute costs—as a matter of fact, the 


overwhelming part of variable costs in 
the short run—there will also be a fallin 
prices for goods and services in a com- 
petitive economy. However, the fall in 
the price level will be less than propor- 
tiorate to the reduction of the wage 
level. Now the real value of money has 
increased and the rate of interest will 
fall. Investments will increase and cause 
a higher demand for labor. It is worth 
noting that Keynesian economists would 
not necessarily object to this on theoreti- 
cal grounds, but they would rule it out as 
a practical possibility. Nominal wages 


The Origin of Economic Ideas (New York: Vintage 
Books, 1977), pp. 266-67. 


a 
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TABLE 7 
NUMBERS OF UNEMPLOYED PERSONS IN THE ORGANIZATION FOR ECONOMIC 
COOPERATION AND DEVELOPMENT (OECD) AREA (Thousands) 


Australia 94 


1970 1975 

302 
Austrle "42 63 
Belgium 69 168 
Canada 476 690 
Denmark | 17 121 
Finland 41 51 
France ° 610 902 
Germany 149 1,074 
Greece 138 99 
Iceland 1 0 
ireland 65 73 
Italy 1,111 1,230 
Japen 590 4,000 
Luxembourg 0 0 
Netherlands? 45 260 
New Zealand 1 3 
Norway 12 40 
Portugal _ 222 
Spain 329 581 
Sweden 59 67 
Switzerland 0 10 
Turkey? 1,792 2,120 
United Kingdom 556 838 
United States 4,083 7,829 
North America 4,569 8,618 
OECD Europe 4,931 7,910 
Tota! OECD 10,186 17,834 


1980 1982 1983 
402 486 693 
58 115 135 
311 465 514* 
867 1,314 1,448 
164 290 312* 
114 149 156 
1,452 1,863 1,864 
889 1,833 2,258 
132 215 290* 
0 1 1 
76 137 180 
1,698 2,068 2,278 
1,140 1,360 1,560 
1 2 2 
326 655 801* 
29 52 76* 
33 52 67 
330 316 388* 
1,638 2,260 2,451 
86 137 151 
6 13 26 
2,651 3,279 3,634* 
1,513 2,770 2,984 
7,637 10,678 10,717 
8,602 11,992 12,165 
11,478 16,620° 18,502* 
21,553 30,510" 32,996* 


SOURCE: Organization for Economic Cooperation and Development, Paris. Reprinted from the 


OECD Observer, no. 130 (Sept. 1984). 
*Secretariat estimates. 


t Data from 1975 onward are not consistent with those of earlier years. 
*including estimates for unemployment in agricuiture. 


are too rigid to fall even if there is an 
excess supply, and investors are normally 
too unresponsive to small changes in the 
rate of interest in a depression.? 


2. Keynes did not rule out the possibility of 
reducing nominal wages, but he did not believe 
that flexible wages would be “capable of main- 
taining a state of continuous full employment.” J. 
M. Keynes, The General Theory of Employment, 
Interest and Money (New York: Harcourt, Brace 
& World, 1936), p. 267. It is worth pointing out 
here that it is logically possible to believe that 


Another classical possibility, which 
would work even with sticky wages, is to 
assume that when demand falls in the 
commodity market, money is diverted 


market forces unaided by any “visible hand” 
would eventually bring back full employment 
equilibrium but still opt for government interven- 
tion because the automatic adjustment process, 
when it takes place in the real world, is too 
wasteful and painful. See, for instance, Don 
Patinkin, Money, Interest and Prices, 2nd ed. 
(New York: Harper & Row, 1965), pp. 339-40. 
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to the bond market, thereby bringing 
down the rate of interest. And again 
investors will see the silver lining. 
Keynes, however, refuted emphati- 
cally the whole idea that the free-market 
economy on its own could be relied 
upon to- provide full employment. Even 
if the government pursued an active 
monetary policy, interest inelasticity and 
expectations effects would prevent auto- 


matic market forces from reestablishing | 


a full employment equilibrium. Interest, 
in Keynes’s basic view, would not come 
down and provide incentives strong 
enough to start an investment boom. 
And even if. this could happen, as a 
result of the so-called real-balance effect, 
it would be of interest only “in our 
theoretical analysis; it is too weak, and 
in some cases (due to adverse expecta- 
tions) too perverse, to fulfill a significant 
role in our policy considerations.” 

Keynesian unemployment is mainly 
due to lack of aggregate demand that is 
caused by the unwillingness of the inves- 
tors to use all available resources.‘ In the 
closed economy analyzed by Keynes, 
the situation is stable as long as the 
income level and the future expectations 
of investors are given. In the real world 
of small, open, free-trading nations, one 
could, of course, imagine that external 
shocks could set in motion a process 
toward full employment. But it is just as 
likely that outside forces would aggra- 
vate the situation. 


3. Don Patinkin, quoted in Blaug, Economic 
Theory in Retrospect, p. 652. 

4. There is a lot of disagreement about what 
actually caused an unemployment equilibrium in 
Keynes’s theory. See Blaug, Economic Theory in 
Retrospect, pp. 646 ff. There is, however, no doubt 
that the expectations of investors formed a crucial 
part of his theory. “The weakness of the induce- 
ment to invest has been at all times the key to the 
economic problem.” Keynes, General Theory, p. 
348, 
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Frictional unemployment will always 
ex:st in an economy where structural 
adjustment is taking place and where 
consumer preferences are changing. The 
meégnitude should be dependent on a 
number of economic, social, and cul- 
tural factors such as the level of unem- 
ployment benefits, work ethic, mobility 
of the labor force, post-material values, 
and skill differentials between the jobs 
being phased out and the new ones 
created. 


THE BREAKDOWN OF 
THE POSTWAR BOOM 


In historical perspective the period 
fram the late 1940s until the first oil 
crisis, in 1973-74, will be regarded as one 
lorg, uninterrupted boom in the indus- 
trialized countries. Total production 
grew at an unprecedented rate and the 
expansion was extraordinarily steady. If 
one looks at individual countries, there 
are a few examples of radical shifts from 
one year to another. The overall picture, 
however, was characterized by an even 
and steady expansion with mild undu- 
lations around a stable long-term trend. 
This was particularly true for the Euro- 
pean countries of the Organization for 
Economic Cooperation and Develop- 
ment (OECD) and above all during a 
period from the end of the fifties till the 
early seventies. 

Also, international trade apendi at 
a rapid, stable rate. The volume of world 
export grew by around 8 percent annu- 
ally between 1955 and 1973. The stabil- 
ity was further emphasized by the system 


5. This section relies heavily on Lars Anell, 
Recession, the Western Countries and the Changing 
World Order (London: Frances Pinter, 1981). Cf. 
alsc Lars Anell and Birgitta Nygren, The Devel- 
opiag Countries and the World Economic Order 
(London: Frances Pinter, 1980). 
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TABLE 2 
_ ECONOMIC DEVELOPMENT IN OECD COUNTRIES, 1950-82 
(Annual Percentage Change) 











1950-73 1974-82 
Gross domestic product 5 2: 
Exports 9 4 
Infiation 3 9 





of fixed exchange rates and the insignif- 
icant rate of inflation. 

Expansion and stability were mutu- 
ally reinforcing. A steady, easily pre- 
dicted increase of real resources made it 
easy to solve distributional problems 
and maintain a consensus about the 
social order. Business was good and the 
welfare state was gradually being estab- 
lished. New employment was created at 
the same pace at which old jobs were 
phased out. This secure business envi- 
ronment, where the future could be 
described by extrapolating existing 
trends, was extremely conducive to long- 
term investments. My proposition is 
that this beneficent circle was sustained 
by a unique combination of economic 
and political factors. They have all been 
considerably weakened or even reversed. 

Strong demand in Western Europe 
was sustained, first, by the reconstruc- 
tion program after the war and then by 
the consumer society. A vast range of 
goods previously reserved for the priv- 
ileged few became available to lower- 
middle- and working-class pecple mainly 
due to industrial mass production. Res- 
idential building expanded to meet the 
need for reconstruction and higher 
housing standards. An increased flow of 
consumer capital goods turned the 
homes into small factories. This was 
also the period when the tremendous 
expansion of motoring transformed 
physical infrastructure as well as life- 
styles in Western Europe. During the 
period 1953-65 the number of cars quad- 


rupled in Belgium, Sweden, and France. 
Car ownership among the Dutch multi- 
plied sixfold, that of the Germans eight- 
fold, and in Italy the number of private 
cars multiplied ninefold. 

Since the late 1960s—that is, well 
before the first oil crisis—it has been evi- 
dent that demand for housing, cars, and 
traditional consumer capital goods has 
slackened and in some cases decreased. 

Second, there were a number of rea- 
sons why production could keep pace 
quite easily with the rapidly increasing 
demand in this period. Modest invest- 
ments to remove bottlenecks and mend 
missing links in war-damaged infrastruc- 
ture and production systems paid off 
very well. European industry was able to 
copy the superior technology already 
developed and tested on the other side of 
the Atlantic. Millions of people were 
easily persuaded to leave low productiv- 
ity in agriculture for higher productivity 
and better pay in expanding industry. 
Something like 10 million people made 
this change in Western Europe between 
1963 and 1973. 

This structural transformation of the 
economies and rationalization of indus- 
try was greatly facilitated by the fact 
that full employment was almost taken 
for granted. New jobs were continu- 
ously created to replace those that 
disappeared. 

In all these respects significant changes 
have taken place. For one thing, the 
gains from the agriculture-to-industry 
switch have been exhausted and, in fact, 


“poet . F 
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reversed. Now industrial employment is 
decreasing, relatively, everywhere and 
in some cases also absolutely, while the 
low-productivity service sector is in- 
creasing together with do-it-yourself- 
work of very low productivity. Also, the 
simple source of technological improve- 
ment—to copy an existing technologi- 
cally superior economy—has largely 
dried up. The technological gap between 
American and European industry has 
been closed. Finally, the climate for 
industrial restructuring and economic 
adjustment has worsened. Unions and 
people are not ready to see old jobs 
phased out when the new ones are not in 
sight. 

Third, the long postwar boom took 
place within the commonly accepted 
paradigm of Keynesian macroeconomic 
policies. This is neither to say that the 
stable expansion was caused by a sophis- 
ticated set of policies nor that the theory 
was necessarily right. Unlike Keynes, I 
do not believe we are all victims of some 
defunct theory. The driving forces behind 
the postwar boom were in fact strong 
enough to withstand any theory. The 
important point was that governments 
until the late sixties believed that they 
had the instruments to cope with infla- 
tion and unemployment and that almost 
all Western European governments used 
the same frame of reference to analyze 
common problems. This greatly facili- 
tated international cooperation. 

Fourth, the welfare state in Western 
Europe was created in the first two 
postwar decades. The major reasons 
were the increased strength of organized 
labor and the greatly strengthened influ- 
ence of egalitarian values. Keynesianism 
also helped to pave the way in the sense 
that it gave scientific legitimacy for a 
more active role for the government. On 
average, government final consumption 
expenditure in European OECD coun- 
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trices increased from 13.5 percent of 
gross domestic product in 1960 to 18 per- 
cent in 1975. Total government outlays ' 
increased even more, from 31 percent in 
1950 to 44 percent in 1975. No doubt 
th:s development of the welfare state 
lielped to sustain demand and full em- 
ployment during the period concerned. 

As a consequence of recession and 
instability in the seventies, most Western 
European governments tried to curb 
ptblic sector growth. The others- were 
fazed with huge financial deficits. It is 
quite clear that the public sector, as a 
share of gross domestic product, will not 
ccntinue to increase at the same pace as 
in the fifties and sixties. Only on the 
basis of a strong, stable expansion of the 
whole economy will it be possible to 
continue to:develop the welfare state. 

A fifth and final important aspect of 
tkis unique period was that the world 
economy was managed from one central 
irstitution, the administration in Wash- 
ington. The international economic 
o-der that was established was an Amer- 
ican blueprint that had been drafted 
aready, during the war. The United 
States became the world’s banker, sup- 
plying credits and loans to war-torn 
Furope, and the monetary system was 
more an extension of the Federal Reserve 
than a creature of the International 
Monetary Fund. 

But this old order is now crumbling. 
The United States is no longer able— 
rerhaps not even willing—to play a 
predominant role. The world is mul- 
tilateral—and much more difficult to 
manage. . 

The crisis during the 1970s can be 
interpreted both as a cyclical and as a 
structural phenomenon. My own under- 
standing is roughly this. The sudden oil 
shock coincided with and intensified a 
number of structural problems that had 
jong been on their way to the surface. 
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Structural adjustment always hurts— 
and those that are most affected are 
seldom reasonably compensated even if 
the whole economy benefits in the end. 
Thus there is always some resistance to 
structural change. During the prolonged 
and stable boom, governments were 
provided with ample resources to sub- 
sidize away any potential resistance to 
reorganization. The regional policies 
that emerged during the 1960s were both 
an expression of new values and a new 
name for government subsidies to ailing 
industries. In most OECD countries, 
state subsidies, as a share of gross domes- 
tic product, increased from the middle 
of the 1960s. Mobility in the labor 
market decreased for both demand and 
supply reasons. These tendencies—which 
undermined the expansive forces and 
diminished the automatic adjustment 
capacity of the economies—slowly in- 
creased in strength throughout the sixties. 

At the same time, demand gradually 
fell off for a range of important con- 
sumer capital goods. This did not only 
mean that the demand pressure in gen- 
eral was subdued. Of equal importance 
was that it created a growing uncer- 
tainty as to what products would be 
demanded in the future. On the produc- 
tivity side, the simple and easy methods 
had been exhausted. There was no longer 
a superior North American industry to 
copy. Instead the OECD countries were 
threatened from behind by a number of 
new industrial countries in Asia and 
Latin America. The gains derived from 
people moving out of agriculture into 
industry were reversed. 

As early as the end of the 1960s a gap 
arose between potential and actual out- 
put. Not even during the intensive and 
synchronized boom that preceded the 
first oil crisis was this gap closed. Part of 
the productive capacity that was kept 


alive with state subsidies was redundant 
even during the peak of the business cycle. 

We can thus see that the economic 
order—both national and international— 
was already under severe stress when the 
first oil crisis occurred in 1973-74. The 
principal effect was to make at once 
visible and acute all the structural prob- 
lems that could no longer be kept back. 
For instance, after the quadrupling of 
the oil price in 1973, as much as a 
quarter of the world’s tanker and bulk 
tonnage became redundant overnight. 
The already ailing shipping industry was 
further weakened. Shipyards were en- 
tirely deprived of new orders and reduced 
their purchases of steel; thus the effects 
were extended to the mining industry. 

In a wider sense, the oil crisis gen- 
erated, throughout the industrialized 
world, an uncertainty that indirectly 
affected every single major investment 
decision. The old beneficent circle, forged 
by equal portions of growth and sta- 
bility, turned into its opposite. Since 
1973 the growth rate in Western Europe 
has been more than halved, and there is 
a genuine uncertainty even about the 
short-term future. 


“~ 


THE GROWTH OF UNEMPLOYMENT 


The most troublesome legacy of the 
crisis during the 1970s is an extensive 
unemployment. The slump of 1974-75 
caused the number of unemployed peo- 
ple in the OECD countries to rise from 
8-9 million to over 15 million people. At 
the beginning of 1977, the International 
Monetary Fund estimated that 16.3 mil- 
lion people—about 5.5 percent of the 
labor force—were out of work in the 
industrialized world. By 1980 the rate of 
unemployment had increased to 6.0 per- 
cent. Now the total number of unem- 
ployed amounts to 33 million in OECD 
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countries, of which 18.5 million are out 
of work in European OECD countries. 

Many of the unemployed, those with 
little or no education or previous work 
experience, seem to be permanently 
rejected or shut out from the labor 
market. In at least eight OECD coun- 
tries—Australia, Belgium, France, the 
Federal Republic of Germany (FRG), 
Ireland, the Netherlands, Spain, and the 
United Kingdom—more than half of 
those unemployed in 1983 had been out 
of work for more than 6 months. In six 
countries—Belgium, France, Ireland, the 
Netherlands, Spain, and the United King- 
dom-—roughly one-third or more had 
been unemployed for 12 months or more. 

Unfortunately, it is not possible to be 
very precise about what kind of unem- 
ployment has increased-most. The pre- 
vailing view seems to be that the sub- 
stantial increase of unemployment in 
the 1970s was largely classical, that is, 
resulting from real wages above the full 
employment equilibrium. Jeffrey Sachs 
has pointed out that “real wages in the 
late 1960s grew faster than productivity”6 
and “the slowdown in the 1970’s was 
preceded by a dramatic rise in real wages 
and a shift in income distribution to- 
ward labor in most large economies,” 
M. Allais asserts that classical unem- 
ployment started to emerge in France in 
the late 1960s after having been nega- 
tive during the earlier postwar period. 
Now classical unemployment in France, 
according to Allais, is of the same mag- 
nitude as its Keynesian counterpart.® 

I have no data to question the con- 


6. Jeffrey Sachs, “Wages, Profits and Macro- 
economic Adjustment: A Comparative Study,” 
Brookings Papers on Economic Activity, 2:269 
(1979). 

7. Ibid., p. 311. 

8. M. Allais, Rapport d'activité scientifique 
(Paris: Centre d'analyse économique, 1978; 1980). 
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sensus on the importance of classical 
unemployment. Some comments are in 
order, however. It seems quite clear that 
the lack of internationally coordinated 
demand management has aggravated 
the situation. Immediately after the first 
oil shock, which represented an exter- 
nally imposed value-added tax of about 
2 percent, some major OECD countries 
shitted their whole attention to infla- 
tion. Many other governments tried to 
pursue more expansionary policies to 
sustain employment. This latter policy 
wa3, however, doomed from the start 
when their major international competi- 
tors and export markets contracted their 
eccnomies. The distribution of the oil 
deficit was extremely uneven. In 1975 the 
Umted States and the FRG had a com- 
biced surplus of their current accounts 
of about $22.5 billion while Japan and 
France were in balance. The rest of the 
OECD countries showed a total deficit 
of about $40 billion. Aggregate demand 
fel: both because some countries chose 
to pursue contractional policies and 
because the lack of international coor- 
dination forced also the so-called pro- 
gressives into line when they were unable 
to finance their internal and external 
de“icits. Overall, the volume of indus- . 
trial output in the OECD countries 
diminished by 10 percent from July 1974 
to April 1975 and the volume of intra- _ 
OECD trade fell by 13 percent. 

As a consequence of these develop- 
ments, we now have @ strong built-in 
bias toward contraction in the world 
economy. In all finance ministries and 
trede union headquarters there are vivid 
memories of double-digit inflation. All 
countries have realized that demand 
stimulus in isolation is a no-win strategy 
not feasible even in a country like France. 

Another Keynesian aspect of the pres- 
ert problems is that increased uncer- 
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TABLE 3 
LONG-TERM UNEMPLOYMENT IN SELECTED OECD COUNTRIES 
{As Percantage of Total Unemployment) 





1973 

G6 months 12 months 

and over and over 
Australia 38.0 18.1 
Austria 19.4 8.6 
Belgium 74.9 58.0 
Canada 156 3.5 
Finland 41.5 19.3 
France 55.1 30.3 
Germany 39.9 19.9 
ireland 47.93 31.8 
Japan 38.1 17.2 
Netherlands 49.3 27.1 
Norway 79 3.0 
Spain 51.6 27.5 
Sweden 19.6 6.8 
United Kingdom 39.7 24.5 
United States 8.8 4.2 


1981 1983 

6 months 12 months G6 months 12 months 

and over and over and over and over 
39.0 21.1 52.8 27.6 
16.1 6.5 25.8 9.0 
72.5 52.4 77.9 62.8 
16.1 4.2 28.0 9.5 
34.8 12.5 38.3 14.6 
55.8 32.5 67.3 42.6 
38.1 16.2 54.1 28.6 
48.9 30.5 50.9 31.0 
30.3 13.4 n.a.* na. 
48.7 22.0 69.6 - 43.7 
15.0 3.0 17.9 7.0 
66.8 43.6 71.3 53.8 
18.0 6.0 24.9 10.1 
45,7 21.6 57.8 36.2 
14.0 6.6 23.9 13.3 


SOURCE: Organization for Ecoromic Cooperation and Development. Reprinted from the OECD 


Observer, no. 130 (Sept. 1984). 


NOTE: Measures of long-term unemployment are particularly uncertain, and international 
comparisons are difficult since the type of sources used varies from country to country. Data for 
Australia, Canada, France, Japan, Norway, Spain, Sweden, and the United States are from house- 
hold surveys while data for the remaining countries are based on registration records maintained 
by empicyment offices. in the case of France, Norway, and Spain, persons for whom no duration 
of unemployment was specifled are excluded from total unemployment. Measurement Is at dif- 


ferant times of year in different countries. 
*n.a. = not available. 


tainty about the future has dulled the 
animal spirits. The first oil crisis had a 
severe and negative impact on the expec- 
tations of investors. In general, com- 
panies have shortened their horizons 
and opted for rationalization of existing 
plants and processes instead of creating 
new capacity. 

It is also important to note that even 
if the problem is classical, it does not 
prescribe lower real wages as the major 
or only remedy. Demand expansion will 
also affect classical unemployment. The 
final result depends on haw wages, 
prices, productivity trends, expectations, 
and animal spirits respond to a demand 


stimulus.? As already pointed out, it is 
evident that such factors as economic 
and political instability—in particular, 
the uncertainty surrounding exchange 
rates and energy prices—rigidities on 
the supply side, and a built-in bias 
toward contraction are increasingly 
Important. An international economic 
environment more conducive to long- 
term growth and stability would affect 
also a classical problem. It seems clear, 

9. It is enough to recall that a higher level of 
aggregate demand may cause inflation. This was, 
of course, the only realistic way Keynes could 
imagine to lower real wages quickly. Today, 
however, increased inflation is hardly a proper 
solution to our employment problem. 


BREAKDOWN OF THE POSTWAR BOOM | 


for instance, as Sachs has pointed out in 
a later study, that the jump in unem- 
ployment after the second oil crisis was 
caused by unnecessarily tight monetary 
policies. Thus it is not improbable that 
classical unemployment in the 1970s, 
caused by a profit squeeze and too high 
real wages, was aggravated in the 1980s 
by contractional economic policies.!° 
There may be important differences 
between various markets. This is quite 
clear in the case of demand for labor 
from firms and households. Labor costs 
for the firm are tax deductible. Possi- 
bilities to reduce labor costs by increasing 
productivity are often adequate in indus- 
try. Households purchasing services for 
car repair, house maintenance, and enter- 
tainment pay with their after-tax income. 
Thus both increased nominal wages and 
higher taxes, including payroll taxes 
and social security charges, increase the 
cost, of services. Furthermore, produc- 
tivity in this field has been lagging. The 


cost of one hour’s service work paid with - 


an individual’s income after taxes is 
probably the most significant relative 
change of prices in the welfare states. It 
is evident that expenditure for this type 
of service is declining as a share of 
household budgets.!! Instead people are 
buying consumer capital goods and do- 
it-yourself equipment to perform ser- 
vices for themselves. 

`. Finally it should be remembered that 
Keynesian policies are based on two 
crucial assumptions. First, there should 
be a general underutilization of capacity 
as distinct from productive resources 
that are redundant for structural rea- 


10. Jeffrey Sachs, “Real Wages and Unem- 
ployment in the OECD Countries,” Brookings 
Papers on Economic Activity, vol. 1 (1983). 

11. Jonathan Gershuny, After Industrial Soci- 
ety: The Emerging Self-Service Economy (London: 
Macmillan, 1978). 
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sons. Second, the supply side of the 
eccnomy must have a reasonable flexi- 
bility. There must be a capacity for 
automatic adjustment, and the labor 
force must be willing to accept struc- 
tural transformation and mobility. In 
these respects the economies in Western 
Europe have become more rigid partly 
as a result of deliberate choice and 
pactly because of protective measures. 
Whether the extra unemployment caused 
by institutional rigidities should be called 
Keynesian, classical, or frictional unem- 
ployment is a moot question. 

Frictional unemployment has cer- 
tainly increased, and sometimes for very 
good reasons. Unemployment benefits 
have reached a level that makes it finan- 
ciclly possible to extend the search 
period. There are a wide range of oppor- 
tunities for education and vocational 
training as alternatives to employment. 
The mobility in the labor market has 
decreased mainly as a result of the fact 
that more and more families own their 
own dwellings and have two breadwin- 
ners. The financial incentives to move 
have decreased in value in relation to the 
social and economic costs of doing it. In 
some countries pension schemes decrease 
labor market mobility. 

A more important and serious reason 
for increased frictional unemployment 
is that the gap between skill require- 
ments for the disappearing jobs and 
those for the new ones created may have 
w-dened a great deal. People who left 
agriculture in the fifties or the textile 
industry in the sixties for the manufac- 
turing and engineering industry could, 
after some on-the-job training, master 
the skills required. Today there is a 
considerable gap between the training 
and experience of the unemployed and 
the requirements for the attractive posi- 
tions in the information-processing indus- 
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try.!? Fewer of the unemployed can 
master the new skills required, and those 
who can need longer training to do so. 


SOME OBVIOUS AND SOME 
NOT SO OBVIOUS MEASURES 


It is sometimes asserted that Keynes 
said, or even proved, that employment 
would not increase even if real wages 
fell. The reason was that wages consti- 
tute income that is the basis for aggre- 
gate demand, which has a decisive influ- 
ence on national income. Thus lower 
wages would mean lower aggregate 
demand and a new equilibrium below 
full-capacity utilization. 

This could, however, only be true if 
wages and all other prices fell by exactly 
the same proportion. Then the relation 
between labor costs and all other costs 
would be unchanged and investors would 
have no extra inducement to hire more 
people. However, wages are only part of 
the production costs even in the short 
run, and due to inertia even this partial 
effect would need time to work its way 
through the system. Furthermore, many 
OECD countries sell 20 to 30 percent of 
their total production abroad to con- 
sumers that are totally unaffected by a 
domestic wage cut. In this sense, a 
reduction of nominal wages is equiv- 
alent to a devaluation but without the 
inflationary effect caused by. a lower 
exchange rate. 

Thus the argument against a reduc- 
tion of wages or wider wage differentials 
cannot simply be that it does not work. 
To some extent it would work, in par- 
ticular in the long run. My own counter- 


. 12. Christopher Freeman, “Capital Shortage, 
Technology and Unemployment” (Paper delivered 
at the seminar “Technical Change and Employ- 
ment,” Alborg Institute of Production, Alborg, 
Denmark, 27-28 Apr. 1984). 
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argument is that we would not like the 
kind of society that would emerge—or, 
rather, reemerge—if the floor of the 
wage structure was considerably lowered 
and a significant minority were forced to 
live at subsistence levels. Once again the 
old class society would be visible because, 
as all evidence indicates, a reduction of 
wages would have to be drastic in order 
to produce a significant employment 
effect.!3 It is also evident that even if 
wages and prices were fairly flexible, the 
natural dynamic process of the classical 
economy would need considerable time 
to move the system back to full employ- 
ment equilibrium. There are important 
lags that can hardly be removed, as 
Patinkin has pointed out. “They are the 
rigidities of sovereign consumers and 
investors unwilling to modify their 
expenditure habits on short notice.”!4 
A much more sensible approach would 
be to lower labor costs without reducing 
wage levels. This can, of course, be 
achieved if payroll taxes and other social 
security charges were reduced by shifting 
the tax burden to, for instance, corpo- 
rate wealth, energy consumption, raw 
materials, foreign trade, and commodity 
production. A reduction of the payroll 
tax would have a full immediate effect 
on labor costs while aggregate demand 
would be unaffected. The shift of the tax 
burden would help to make capital 
relatively more expensive in relation to 
labor. On the whole, all OECD coun- 
tries have pursued economic policies 
that have made labor more and more 
expensive and capital cheaper and 
cheaper. This may have been sensible 
during the prolonged boom, when full 


13. Blaug, Economic Theory in Retrospect, p. 
651. 

14. Patinkin, Money, Interest and Prices, p. 
342. 
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employment was taken for granted. With 
33 million people out of work, it is long 
overdue to reconsider that strategy. 
After all, there is a very simple and 
universally valid rule saying that if you 
want less of something, tax it, and if-you 
want more of it, subsidize it. At present, 
nothing is taxed as heavily as personal 
income flows and wages—and the result 
is that the whole system is geared to 
reduce labor input. 7 
The labor force has become less 
mobile for several reasons. To some 
extent it may be a result of deliberate 
decisions. Many people see a trade-off 
between material gains in the cities and a 
better quality of life in smaller commu- 
nities. One problem is, however, that 
even the financial scales have been tilted 
against mobility. Wage rates and all 
government-financed benefits are more 
or less the same all over the country. But 
a lot of things are substantially less 
expensive in the countryside. Thus the 
cost of housing is radically different 
between larger towns and cities on the 
one hand and smaller communities on 
the other. There are also considerable 
opportunities outside the urban con- 
glomerations to take advantage of the 
informal sector and avoid forced con- 
sumption of services. Thus at the same 
time that people have become more and 


more tied to the place where they have 


settled down, the material incentives to 
move have weakened. To put it another 
way, those who would be willing to 
move do not receive rewards in propor- 
tion to the services they render to society. 

Another type of rigidity is caused by 
the increasing role played by small inter- 
est organizations, more and more con- 
cerned about the benefits they can extract 
exclusively for their own members and 
less and less troubled by the effects on 
the community as a: whole. Many of 
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these organizations—and they are both 


_ prceducer associations and trade unions— 


hare obtained monopoly rights to per- 
form a certain function that sometimes 
give them undue influence on public 
decisions. Above all, they will have a 
very strong position to prevent changes. !5 
Thz French truck owners’ strike early in 
1984, which held a whole nation at 
ransom, comes to mind. Another effect 
of this kind of institutional rigidity is 
alnost certainly that the rate of inflation 
increases. | 
Thus improved rewards for those 
wko are willing to move and determined 


_efforts to reduce institutional rigidities 


wil have two effects; they will release 
the inherent growth potential and help 


| contain inflation. 


Education and vocational training in 
order to meet the demand in the new 
labor market are among the obvious 
measures. The overwhelming majority 
of those who have been out of work fora 
loag period have very poor education 
and limited or no work experience. 
Programs that make it compulsory to 
hize young people for certain periods 
in order to give them experience of 
working life may well give handsome 
social returns. Furthermore, it seems 
possible to define broadly the kinds 
of skills that need to be upgraded. 


_ According to Freeman, 


A new technological paradigm began to 
energe in the 1960’s and to penetrate most 
industries and services in the 1970’s. This 
peradigm is based on a combination of 
macroelectronics, computerization (micro- 
processors in the 1970’s), tele-communica- 


15. Mancur Olson, The Rise and Decline of 
Nations: Economic Growth, Stagflation and Social 
Rigidities (New Haven, CT: Yale University Press, 
1°82); Samuel Beer, Britain against Itself: The 
Political Contradictions of Collectivism (London: 
Faber and Faber, 1982). 
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tions technology and information technol- 
ogy and may be loosely described as the 
information revolution.'6 


Another way to help young people enter 
the labor market is to make the provi- 
sions for early retirement more attrac- 
tive. Many people would like to shorten 
their working life if only they could 
afford it. All evidence suggests that 
increased retirement from the labor mar- 
ket has much more significant employ- 
ment effects than shorter working weeks. 
And the economic calculus may be quite 
feasible when savings in the form of 
reduced expenditure for employment 
benefits are deducted from increased 
outlays for pensions. | 
It is often asserted that the crises of 
the 1970s also meant the final demise of 
Keynesian economics. However, it is a 
bit difficult to judge whether stagflation 
was caused by overly ambitious Keynes- 
ian policies or by structural and institu- 
tional rigidities and governments that 
could cope with strong interest organi- 
zations only by letting inflation scale 
down their excessive claims. Another 
problem is that the Keynesian strategy 
assumed aclosed economy. But the long 
and stable postwar boom meant, among 
other things, that the world economy 
rapidly became more integrated. In par- 
ticular, trade in manufactured goods 
and capital flows between OECD coun- 
tries increased rapidly. This meant that 
demand management policies became 
increasingly interdependent. Expansion- 
ary policies in one country would 
weaken its competitive position vis-a-vis 
countries that undertook contractional 
measures. Countries trying to achieve 
full employment through old-fashioned 
Keynesian policies were thus likely to be 


16. Freeman, “Capital Shortage, Technology 
and Unemployment.” f 


faced with external deficits that would 
force them to abandon their ambitious 
aim. 
The solution that has been proposed 
is global demand management!” —an 
effort to coordinate economic policies in 
at least the major industrial countries. 
The problem is, of course, to achieve a 
recovery and increased employment 
without increased inflation. One of many 
prerequisites for global Keynesianism 
seems, therefore, to be that all partic- 
ipating countries succeed in bringing 
inflation firmly under control. 

A final measure in order once again 
to achieve full employment would be to 
reorganize political priorities. Unfortu- 
nately, there are perfectly simple rea- 
sons why mass unemployment has reap- 
peared without causing major social 
unrest. Most of the unemployed people 
belong to politically weak, marginal 
groups like immigrants, women, young 
people with no previous work expe- 
rience, and people with low skills and 
little education. Fritz W. Scharpf gives 
the following description of the situ- 
ation in the FRG: 


In all modern societies, the relative size of 
groups entirely outside of the labor market 
or in highly secure jobs is increasing. In West 
Germany, for instance, even after ten years 
of mass unemployment, about two thirds of 
all wage earners have never been personally 
affected by unemployment at all. And, para- 
doxically, the fear of unemployment may 
lose its political salience as the economic 
crisis continues, because those who have not 
yet lost their jobs will have powerful psycho- 
logical motives to develop explanations and 
justifications for their immunity. Thus, 
unemployment is for the great majority of 


17. Promoting World Recovery (Washington, 
DC: Institute for International Economics, 1982); 
Helmut Schmidt, “The World Economy at Stake,” 
Economist, 26 Feb. 1983. 
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voters an “altruistic” political issue, rather 
than a problem which they see as affecting 
directly their own, “egoistic” economic inter- 
ests... . There is, in other words, no com- 
pelling reason of economic self-interest that 
would prevent the formation of relatively 
stable majorities from the “raw material” of 
all those voters who are not, and do not 
expect to be, affected by unemployment. 
Furthermore, once mass unemployment con- 
tinues year after year, it tends to be defined 
more and more as a problem which no gov- 
ernment would be capable of eliminating.'® 


18. Fritz W. Scharpf, “The Economic and 
Political Basis for Full Employment,” in Eco- 
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Thus it is probably not enough for 
social democratic: parties to place the 
employment issue at the top of the 
pobtical agenda. We must also convince 
the majority of the voters with secure 
jots that there are effective and feasible 
ways to achieve full employment.!° 


nortics and Values, ed. Lennert Arvedsson et al. 
(Stockholm: Almgvist & Wiksell International, 
1985). 

19. According to the polls in Britain, an 
overwhelming majority of the voters thought 
Labor cared about unemployment but only a 
minority thought they would be able to do any- 
thing about it. 
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The Crisis of the World Finance System 
By ELMAR ALTVATER 


ABSTRACT: Unemployment has become a structural feature in all 
industrialized countries because a worldwide decline in the profit rate has 
reduced the speed of economic growth. This decline has been due mainly to 
the decreasing productivity of capital in the course of ever increasing 
capital intensity of production. The crisis is perpetuated by two additional 
factors: (1) the decay of the order-maintaining capability of the United 
States; and (2) the expansion of uncontrolled international credit, as funds 
were diverted from relatively unprofitable real investment to profitable 
financial investment. The need to service the debt, which was thus 
accumulated, keeps up the demand for fresh credits and prevents interest 
rates from becoming low enough not to discourage real investment. To 
overcome the crisis, debt would have to be written off, which in turn 
requires some form of consensus on how to distribute the resulting losses. 
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distinction is traditionally made 

between the propensity to invest 
and investment potential. In Keynesian 
terminology the propensity to invest is 
dependent upon the marginal return on 
capital, or, using Marxist concepts, the 
rate of profit. As persistently noted by 
Hyman Minsky,! the investment process 
is fundamentally unstable because of the 
uncertainty, implicit in the marginal 
profitability of capital, when it comes to 
linking the past, or existing capital stock, 
the present, or alternative uses of liquid 
assets, and the future, or sales expec- 
tations. 

This raises a number of doubts about 
the employment-creating effects of invest- 
ment. First of all, there is the long-term 
decline of the investment quota measured 
against gross domestic product.? Sec- 


ond, the share of replacement invest- . 


ment—equaling depreciation—in gross 
capital investment increases with in- 
creasing capital stock. The weight of the 
capital stock—the burden of the past— 
becomes greater and thus reduces the 
rate of accumulation, or net fixed invest- 
ment (J) in relation to capital stock (K). 
If capital intensity increases at the same 
time owing to technological change, 
there must be a negative effect on employ- 


I. Hyman P. Minsky, “Financial Markets 
and Economic Instability, 1965-1980,” Nebraska 
Journal of Economics and Business, 20(4) (1981); 
idem, Monetary Policies and the International 
Financial Environment, Working Paper Series 
(St. Louis, MO: Washington University, 1983). 

2. The gross investment quota of the seven 
largest countries of the Organization for Eco- 
nomic Cooperation and Development (OECD)}— 
the United States, Japan, Germany, France, 
Britain, Italy, and Canada—averaged just under 
21 percent between 1963 and 1968 and climbed to 
a peak of 23 percent in 1973, only to fall to 20 
percent by 1983. This trend can be observed in ali 
OECD countries. See OECD Economic Outlook, 
no. 37, p. 158 (June 1985). 
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ment, unless policy measures, such as 
some form of reduction in the length of 
the working week, are taken. 

Third, the share of profits going into 
net investment is declining in all indus- 
trialized countries. This is true regard- 
less of whether one takes total revenue 
from business activity and capital or the 
nei surplus on company accounts as an 
indicator. While the share has shown 
cyclical changes, the trend over the past 
ten years has been clearly negative. 
Peaks in the curve, which occur at the 
end of economic upswings, when planned 
investment projects continue to go ahead 
while profits are already on the decline, 
were lower at the end of the 1970s and 
the beginning of the 1980s than at the 
beginning of the 1970s. There has also 
been a downward trend in troughs in the 
ccrve that have occurred at the end 
of crisis periods, when profits increase 
before investment gets under way. This 
trend is particularly pronounced in the 
United States and Britain, where only 
about 10 percent of corporate profits 
went into net fixed investment. But even 
ir Japan, where the propensity to invest 
has been comparatively high, one can 
icentify a negative trend. 

Fourth, there has also been a change 
in the character of investment. Since the 
beginning of the period of stagnation, 
investment in rationalization has out- 
weighed investment in expansion. Con- 
sequently, those investment projects that 
do still go ahead tend to reduce employ- 
ment rather than create new jobs. This 
appears to be the corporate answer to 
tae stagnation of the markets. When 
kigh rates of growth of sales are no 
longer possible, efforts are made to 
increase productivity and thus profit- 
bility by reducing costs. Following a 
long period of sustained economic 
growth generated by product innova- 
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tion, process innovation has now become 
more important. While process innova- 
tion can be capital saving, its main 
characteristic is that it is labor saving. 
Labor is released for which no alter- 
native employment opportunities exist 
because of the lack of investment in 
increased capacity. In the absence of 
compensating employment policies, mass 
and long-term unemployment is the 
inevitable consequence. 

In essence, therefore, the process of 
real accumulation has come to a halt 
due to the low propensity to invest. The 
result is that employment has fallen— 
and unemployment has become a struc- 
tural feature—in ail industrialized coun- 
tries, albeit to significantly different 
degrees. One can, therefore, also speak 
of an uncoupling of growth and employ- 
ment, which has led to the demise of the 
full employment economy. The ques- 
tion that remains to be answered is why 
the investment trends have been funda- 
mentally the same in a range of coun- 
tries, despite differences that certain 
analysts like to attribute to the differ- 
ent degrees of corporatist and market 
regulations.3 


THE LIMITS OF THE 
POSTWAR GROWTH MODEL 


When all countries show similar signs 
of crisis, then the system of werld capi- 
talism is in crisis. The object of study 
then is no longer the individual country 
in comparison with others, but the capi- 
talist world economy itself. What is at 
the core of this trend toward inter- 


3. See Göran Therborn, Arbeitslosigkeit: 
Strategien und Politikansdtze in den OECD- 
Ländern (Hamburg: VSA, 1985); Manfred 
Schmidt, “Arbeitslosigkeit und Volibeschafigung, 
Ein internationaler Vergleich,” Leviathan, 11(4): 
451-73 (1983). 


national crises? If profitability were 
adversely affected in only one country, 
one could clearly find fault with the func- 
tioning of the process of capital accumu- 
lation in that country. But when this 
happens in all the national economies, 
then the system clearly is not func- 
tioning properly. For the purposes of 
this article, an effective system shall be 
defined as consisting of a number of 
elements: (1) the global diffusion of an 
efficient accumulation, or growth, model; 
(2) an economic policy on the part of the 
hegemonic power, the United States, 
that enables all the countries partici- 
pating in the system to benefit from a 
positive-sum game; and (3) the securing 
of the flow of money and capital by 
international monetary institutions. 


Diffusion of an efficient 
accumulation, 
or growth, model 


The postwar growth model could be 
called Fordist, because it was based ona 
particular rationality of production.‘ In 
this, work was structured according to 
the rules of the scientific organization of 
labor developed by Taylor. The produc- 
tion process followed the principles of 
mass production and mass marketing 
implemented by Ford. Finally, the econ- 
omy as a whole was regulated thanks to 
the principles worked out by Keynes— 


4. See inter alia in a now-large volume of 
literature, Michel Aglietta, 4 Theory of Capitalist 
Regulation: The US Experience (London: New 
Left Books, 1979); Alain Lipietz, “Towards Global 
Fordism?” New Left Review, vol. 132 (Mar.-Apr. 
1982); Mike Davis, Prisoners of the American 
Dream: Politics and Economy in the History of 
the U.S. Working Class (London: Verso, 1986); 
Jacques Mazier, “Growth and Crisis—a Marxist 
Interpretation,” in The European Economy, ed. 
Andrea Bolth (Oxford: Oxford University Press, 
1982), pp. 38-41. 
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and others!——to control the general direc- « 


tion of the economy and sustain effec- 
tive demand. The form of regulation— 
growth model or specific historical form 
of reproduction5—-created by these ingre- 
dients had its beginnings in the 1920s in 
the United States and in the “recasting 
of bourgeois Europe” after Worid War 
IL. It was not, however, until after World 
War II that its full potency was released 
with the result that the system expe- 
rienced a period of sustained dynamic 
economic growth unique in the history 
of the capitalist world. This growth 
began in the United States and spread 
first to Western Europe. It. drew Japan 
in its train but with a certain delay, and 
at the beginning of the 1970s it even 
looked as if a number of newly indus- 
trializing countries (NICs) in Southeast 
Asia and Latin America might import 
the Fordist model into the periphery of 
the capitalist world system. 

The mechanism that spread this 
growth model was the same as that 
which- brought about the international- 
ization of capital after World War II. 
The Bretton Woods international mone- 
tary system, followed by the General 
Agreement on Tariffs and Trade and 
generous U.S. assistance in the form of 
the Marshall Plan for a Western Europe 
hard-hit by war did in fact establish the 


5. These terms are often treated as synonyms 
although they stem from different theoretical 
tracts. I prefer the term “form” because this not 
only covers the specific epoch in which the growth 
model or reproduction model is effective but also 
the period of transformation to a new form of 
capitalistic reproduction and regulation. See Eimar 
Altvater, “Bruch und Formwandel eines Entwick- 
lungsmodells,” Uberproduktion, Unterkonsump- 
tion, Depression, ed. Jürgen Hoffmann (Hamburg: 
VSA, 1983), pp. 217-52. 

6. Charles W. Maier, Recasting Bourgeois 
Europe (Princeton, NJ: Princeton University Press, 
1975). 
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institutional framework for the interna- 
tionalization of the flow of goods, 
money, and capital. As the process of 
internationalization advanced, it led to 
more uniform patterns of consumption 
ani living conditions, but also to more 
uniformity in the political regulation of 
sozial conflicts. ; 
The hegemonic position of the Unit 

States was reflected.in a permanent 
trade surplus achieved by virtue of U.S. 
technological superiority. This situation 
endured until 1971, when the Nixon 
acministration ended the gold convert- 
ibility of the dollar and thus brought the 
Bretton Woods system to an inglorious 
erd. The 1960s also saw the interna- 
tionalization of production as well as 
cepital. After barriers to currency con- 
vertibility fell in 1959 there was a flood 
of direct investment, mainly from the 
United States. During this period Latin 
America was relegated to number two as 
a destination for U.S. direct investment, 
being replaced by Europe.’ The direct 
investment in Europe was, however, 


- mainly in productive industry, whereas 


in Latin America and elsewhere in the 
so-called periphery it was mainly in the 
extraction of primary and ‘raw mate- 
rals. The consequences of this for the 
international growth model were clearly 
twofold. - | 
First, new investment locations and 
taus growth areas were created. This in 
tarn resulted in high rates of economic 
growth in almost all countries and an 
expansion of world trade that far 


7. U.S. direct investment in 1950 was US$1.7 
tillion in Europe and US$4.6 billion in Latin 
America. In 1960 the respective figures were $6.7 
tillion in Europe and $9.3 billion in Latin Amer- 
ica, but by 1968 they were $19.4 billion in Europe 
end $13 billion in Latin America, Statistisches 
Bundesamt, Statistisches Jahrbuch 1970 (Stutt- 
Eart: Kohlhammer, 1970), p. 143. ' 
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exceeded the rate of growth in gross 
national product during the 1960s. Sec- 
ond, there was a diffusion of technolog-' 
ical know-how, and the Fordist regula- 
tion model also became established in 
Europe. The United States thus pro- 
gressively lost its competitive lead as 
well as the economic basis for its hegem- 
onic position. This was reflected in the 
turbulence in currency markets, which 
began in the 1960s, and the decline in the 
U.S. dollar, the international currency, 
which no political measures seemed able 
to halt. : 

There is a third aspect to this process. 
. The diffusion of the growth model also 
meant the diffusion of sources of immi- 
nent crisis. As long as the conditions of 
national growth differed, there were 
also asynchronous economic cycles. This 
situation had the advantage that eco- 
nomic recession in one country could be 
relatively quickly overcome by means 
of the price mechanism stimulating 
increased export demand. 

More important, however, than the 
synchronization of the crisis cycle has 
been the general decline in profitability 
in all the centers of capitalism. Produc- 
tivity growth was achieved by overpro- 
portional increases in capital intensity 
with the result that there was a decline in 
the productivity of capital. In addition, 
the success of trade unionism, such as in 
the Federal Republic of Germany, or 
militant labor action, such as in France, 
Italy, and Great Britain, squeezed prof- 
its’ so that there was also a temporary 
reduction in the profit quota. But the 
negative trend in the productivity of 
capital has obviously been decisive for 
the fall in the rate of profits.? Figures 


8. Andrew Glyn and Bob Sutcliffe, British 
Capitalism, Workers and the Profits Squeeze 
(Harmondsworth: Penguin Books, 1972). 

9. “The secular decline in profits . .. has been 


from the Organization of Economic 
Cooperation and Development show a 
clear negative trend in gross profits in 


- almost all countries during the 1960s 


and 1970s.}0 : 

This falling trend in the rate of profits 
merely reflects the limits of the growth 
model, which have become increasingly 
apparent since the middle of the 1970s. 
The mechanism regulating this model 
neither can provide enough jobs for 
those seeking work nor control the flow 
of international trade and capital. As 
already described, the fall in profitabil- 
ity has a negative effect on investment. 
Although it is impossible to give one 
specific rate of profit at which there 
would still be investment or at which 
production and investment would begin 
to be reduced, it is possible to indi- 
cate three systemic barriers to invest- 
ment under conditions of declining 
profitability. 

The first is the point at which the 
return on investment is estimated to be 
below previously achieved levels of prof- 
itability. Such a comparison over time 
will clearly have scarcely any conse- 
quences for investment behavior as long 
as there is competition on world mar- 
kets. Companies would be forced to 
invest in new technology and marketing 
in order to keep up with international 


faster than in shares, and, as with profit shares, 
more marked in manufacturing than in broader 
sectors of the economy. . . .Decelerating or falling 
capital productivity is the main factor behind 
these trend declines.” OECD Economic Outlook, 
no. 36, p. 64 (Dec. 1984). 

10. Ibid. Figures given in this source show that 
during the 1960s and 1970s in all countries studied 
there was a negative trend in the rate of gross 
profits in manufacturing industry, with the excep- 
tion of Italy and Norway, where the trend was 
slightly positive. The strongest negative trends 
were in Great Britain (-5.3), Sweden (-5.2), and 
Japan (-4.9). 
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competition and avoid falling hopelessly 
behind and thus disappearing from the 
market. A second more significant bar- 
rier is when the general rate of return on 
capital investment declines due to addi- 
tional investment-increasing capacity, 
which in turn increases supply with the 
result that prices fall. It is possible for 
investors to get around this barrier when 
interest rates are relatively low by bor- 
rowing in order to sustain levels of 
return on capital—the leverage effect. It 
was because of such a leverage effect 
that the general decline in the return on 
capital did not have a negative effect on 
investment activity in the large capitalist 
countries such as the United States, 
Japan, France, the United Kingdom, 
and the Federal Republic of Germany as 
early as the 1960s.!! 

A third barrier therefore occurs when 
the rate of return on capital investment 
is close to, or even below, the monetary 
interest rate. It may then be more lucra- 
tive to put funds that could have been 
invested in real, productive investment 
into the money markets. More impor- 
tant, the leverage effect becomes negative 

11. In the case of the Federal Republic of 
Germany, the Bundesbank noted that the share of 
capital reserves in net trading balances of all 
companies fell from 30 percent in the 1960s to 18 
percent in 1983. “This brought the so-called 
‘leverage effect’ into play. As long as borrowed 
capital earned more than the interest rate, this 
meant that every increase in debt resulted in more 
profit and greater return on investment in relation 
to capital reserves.” Deutsche Bundesbank, “Rent- 
abilitét, Finanzkraft und Liquidität der Unter- 
nehmen,” Monatsberichte, p. 30 (Aug. 1985). See 
also Philip Armstrong, Andrew Glyn, and John 
Harrison, Capitalism since World War II (Lon- 
don: Fontana Papers, 1984), p. 265: “The expan- 
sion of credit helped to maintain the return on 
shareholders’ investment. Even though investment 
earned less overall, by financing an increasing 
proportion through borrowing at declining real 
interest rates, capitalists helped maintain the prof- 
itability of shareholders’ funds.” 
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when the interest paid on borrowed capi- 
tal reduces the overall profitability of 
capital if borrowed capital accounts for 
a large share of total capital.!2 This had 
a findamental effect on the substance of 
companies staggering under the burden 
of borrowed capital and demanded sig- 


` nificant consolidation during the 1970s. 


U.S. hegemony 


In order to hold its position without 
being consistently challenged, the hege- 
mon must sustain a global economic 
system from which all the participating 
countries, companies, and social orga- 
nizations can benefit. In other words, it 
must be a positive-sum game. To put it 
very simply, the hegemon must ensure 
that the global social product grows, 
because under such conditions everyone 
is likely to be able to benefit from the 
system. This must be done despite cycli- 
cal fluctuations. Otherwise the specific 
hegemonic form of the global system is 
endangered, as is the hegemon itself. 

It is by no means certain that the 
hegemon will succeed in securing such a 
pex hegemonica that benefits all and the 
ccntinued existence of which is thus in 
the interests of all participants. One can 
on the contrary identify a type of hege- 
monic cycle beginning with the rise of the 
hegemonic power, continuing through 
its delegitimization, and finally ending 
with the erosion of the instrumental 
means by which the hegemon controls 
tke system.!3 One can also describe this 


12. “If there are lasses the cushion against risk 
in the form of capital reserves is eaten into faster 
the higher the share of borrowed capital in total 
capital employed.” Deutsche Bundesbank, “Rent- 
atilität, Finanzkraft und Liquidität der Unter- 
nehmen,” p. 32. 

13. George Modelski, “Long Cycles of World 
Leadership,” in Contending Approaches to World 
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process using form-theoretical terms. In 
order to maintain the historical form of 
the hegemony, the hegemonic power 
must be able to fulfill a number of 
functions and thus control the system. 
Functions are carried out by institutions 
using specific media such as law, power, 
and money but also drawing on con- 
sensus-forming appeals for ideological 
solidarity. 

The delegitimization of a hegemonic 
power usually comes about as a result of 
the tide of history’s exposing the defi- 
ciencies of existing institutions and the 
eventual failure of appeals for ideo- 
logical support.'4 The instruments are 
eroded by the decline of legal and polit- 
ical authority as well as the collapse of 
the hegemon’s currency as an interna- 
_ tional currency. 

` The hegemonic cycle, described here 
in very general terms, took place during 
the period of the Pax Americana. The 
institutions lost legitimacy, and the world 
awoke from the American dream. Above 
all, the daily adjustments of the dollar 
on currency markets were a constant 
reminder of how the dollar no longer 
provided the instrumental means of exer- 
cising hegemonic power by virtue of its 
being a global currency. 

Three things happened in the second 
half of the 1970s that illustrate how the 
instrumental means of exercising the 
U.S. hegemony were being eroded. First, 
there was the attempt, in the shape of the 
Trilateral Commission, to spread the 


System Analysis, ed. William R. Thompson (New- 
bury Park, CA: Sage, 1983). 

14. Joanne Gowa, using hegemony theory, has 
presented a case study of an attempt at the 
institutional reorganization of the International 
Monetary Fund with substitution accounts. See 
Joanne Gowa, “Hegemons, 10s, and Markets: The 
Case of the Substitution Account,” International 
Organisation, 38(4):661-83 (Autumn 1984). 


burden of the regulation of the hege- 
monic system on anumber of shoulders. 
This not only showed that the United 
States was no longer able to carry the 
burden of regulation alone, but that 
Western Europe and Japan, either 
together or individually, were not yet 
able to provide the institutions or instru- 
ments with which the hegemony could 
have been sustained. Not surprisingly, 
therefore, this attempt at trilateralism 
failed. Second, the dollar was increas- 
ingly replaced as a reserve, trading, and 
intervention currency by other curren- 
cles. This was the case even though the 
dollar, despite abdicating its systemic 
role as a fixed reference currency with 
respect to gold in the years 1971-73, 
remains the most important currency. 
Third, the European Monetary System 
was created in March 1979. This must be 
interpreted as a European or regional 
response to the erosion of the dollarasa 
global currency. 

In this respect it is important to note 
that, in contrast to the decline of British 
hegemony between the two world wars, 
there is currently no power—like the 
United States sixty years ago—that is 
a serious contender for the role ‘of 
hegemon. “The crisis exists precisely 
because the old is dying but there is 
nothing new to replace it,” Antonio 
Gramsci has said. The crisis may there- 
fore continue until a new form of polit- 
ical control is found. 


Money and capital flows 


The third component of the growth 
model is money and capital flows. First 
of all, it is necessary to recall that the 
Internationalization of goods and pro- 
ductive capital, which began in the 1960s 
and accelerated during the 1970s, was 
complemented by the internationaliza- 
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tion of credit. Indeed, it is only possible 
to speak’ of the existence of a genuine 
world market when all forms of capital, 
including goods, means of production, 
and money, have been internationalized 


and the corresponding institutional. 


forms have been developed. This market 
then works as an instrument of private 
interest and against the efforts to retain 
political control of the system, because a 
system of fixed exchange rates cannot 
resist the ‘pressures of value and capital 
valorization. Given the growth in impor- 
tance of international financial centers— 
free banking zones—during the 1960s, 
and the immense sums of international 
liquidity recycled!5 by such institutions, 
the collapse of the system of fixed 
exchange rates at the beginning of the 
1970s was inevitable. 

The logic this system obeys is clearly 
totally different from that of the politi- 
cal control of international money that 
was the legacy of the Bretton Woods 
system.!© It is simply based on maxi- 
mization of profits by banking capital 
exploiting differences in interest rates, 
divergent risks, and changes in exchange 
rates. In such circumstances, interna- 
tional capital assumes a kind of single 
corporate identity that sees real produc- 
tive investment as, at best, just one of 
many forms of investment. 

This does not, of course, mean the 
end of the dollar as an international 
currency. More than three-quarters of 
all contracts are still negotiated in dol- 
lars, so that the currency along with the 
U.S. banking system assumes a new 
importance. The dollar is, however, no 


15. Compare here the analysis of Alexander 
Schubert, Die internationale Schuldenkrise (Frank- 
furt: Suhrkamp, 1985). 

16. Salvatore Biasco, L'inflazione nei paesi 
capitalistici industrializzati (Milan: Fetrinelli, 
1979), pp. 43-55. 
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lonzer an instrument with which polit- 
ica. authorities can influence world 
markets, but rather the vehicle of pri- 
vat2interests operating on international 
financial markets.!? These private inter- 
ests still need a clearing system, and as 
mest international monetary and capital 
business is conducted in dollars, it is the 
U.S. banking system that offers such a 
service. In other words, the dollar 
changed during the 1970s, from a world 
cucrency that facilitated political regula- 
tian of markets to a medium for private 
capital deposits. 


THE INTEREST TRAP OF 
CATCH-UP INDUSTRIALIZATION 
_AND THE DEBT CRISIS 


These developments show that the 
decline in the-propensity to invest by no 
mans meant that there was a reduction 
in investment possibilities. On the con- 
trary, profits continued to grow strongly, 
especially for large companies, not least 
because of pricing policies, such as 
administered pricing, that one would 
nət normally expect during a-recession. 
Cnly a small percentage of these funds 
were, however, reinvested; the rest in- 
creased bank liquidity with the result 
that international interest rates fell 
during the years of crisis following 1974. 
In the second half of the 1970s there 
were even negative real interest rates, 
except in the Federal Republic of Ger- 


17, However, it must be emphasized here that 
in the Bretton Woods system also the dollar was 
rever just a technical means of monetary. circula- 
ton controlled by the U.S. government. As soon 
zs it left the United States, it functioned as‘capital, 
epart from the grants and public aid. This is a 
general problem of state intervention in the capi- 
talist societies. As an important means of regula- 
tion, money is not only money but also monetary 
capital that assumes a value and therefore follows 
a logic other than that of public control. 
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many and Japan, because of the high 
and sometimes rising rates of inflation.!® 
As no investor can anticipate whether or 
not he or she will be able to pass on 
inflation in price increases, the compari- 
son of rates of interest and inflation is of 
limited significance: Nevertheless, low 
Or even negative real interest rates are an 
indication of unused loan capital, which 
the banks in their role as financial 
intermediaries can provide to borrowers. 
However, when such interest rates do 
not stimulate investment, the expecta- 
tions of future real returns on produc- 
tive investment will be even lower. In 
such a situation, interest rates lose their 
effectiveness as a policy instrument 
because they cannot fall as low as com- 
pany expectations about the rate of 
return on investment clearly can. 

This opens up an interest-rate trap, 
into which fall a number of borrowers 
who have previously played a less impor- 
tant role in international money and 
capital markets. This insufficient absorp- 
tion of liquid assets by the corporate 
sector led to increasing public debt in 
the industrialized countries, but also to 
a growing indebtedness of companies 
and public institutions in the NICs, 


18. Short-term average real interest rates have 
moved as follows in the seven major OECD 
countries, which are the United States, Canada, 
Japan, France, the Federal Republic of Germany, 
Italy, and Britain; 1976: -0.3 percent; 1977: -0.6 
percent; 1978: -0.3 percent; 1979: 1.2 percent; 
1980: 2.4 percent; 1981: 4.2 percent; 1982: 4.0 
percent. The international average is made up of 
the average rates of interest in each country 
weighted, for the year concerned, in relation to the 
dollar by the gross domestic product over the 
previous three years. See International Monetary 
Fund, World Economic Outlook, Occasional 
Paper 71 (Washington, DC: International Mone- 
tary Fund, 1983), p. 227; see also Oliver J. 
Blanchard and Lawrence H. Summers, “Perspec- 
tives on High World Real Interest Rates,” Brook- 
ings Paper on Economic Acttvity, 2:276-87 (1984). 


which hoped to speed the process of 
industrialization by drawing on external 
savings. This heralded a new phase in 
the post-World War II hegemonic cycle, 
that of indebted industrialization. 

A double-bind situation was created 


` in which, no matter what happened, the 


international economic system would 
have been unable to cope with pressures. 
If the new competitors were successful 
in their strategy of industrialization based 
on debt, the system would have been 
unable to withstand the pressures of 
increased competition. If the strategy 
failed, however, the existing structures 
would have been equally incapable of 
salvaging the inevitably shaky credit 
relations with these countries. In fact, of 
course, the system was exposed to both 
pressures. Not only were some East 
Asian NICs very successful in indus- 
trializing, which along with other fac- 
tors provoked virulent protectionist ten- 
dencies in the world economy; but the 
Latin American NICs ran into a debt 
crisis because they could not service 
their dollar debts through domestic 
production. ; 

The reasons why countries fail in debt- 
financed industrialization are numerous 
and cannot be fully covered here.!9 
Whatever the reasons for failure, the 
debts represent a major defeat for the 
countries concerned, and a fateful warn- 
ing for the capitalist world economy asa 
whole, that the Fordist model of indus- 
trialization is limited. In effect, they 
mean that not all the regions of the 
capitalist world economy can catch up 
industrially as long as they are subject to 
the existing monetary regime. 

The transnational banks also have 
problems. During the first phase of the 
crisis in the 1970s they were able to 


19. Schubert, Die internationale Schulden- 
krise, pt. 2. 
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provide cheap credit because they were 
taking inflows of low-interest capital. 
As this credit business expanded, thanks 
in part to the active encouragement of 
the banks, they became dependent upon 
a continuous inflow of liquid funds, 
which they needed in order to cover 
other commitments in their portfolios. 
Such borrowing, therefore, became an 
unpleasant necessity when debtors could 
not meet their obligations. The main 
problem for debtors was in meeting 
interest payments rather than repay- 
ments of principal. If interést payments 
are not made punctually the banks them- 
selves need refinancing. In order to 
remain solvent and retain confidence, 
‘the banks must, however, continue to 
pay their own interest on time. This 
means they must either draw on reserves 
or obtain short-term funds on the inter- 
bank markets. Consequently the demand 
for liquidity grows, which pushes up 
interest rates unless there is an equiva- 
lent growth in the money supply. This 
trend is further strengthened by the fact 
that borrowers will also seek short-term 
credit in order to remain solvent or solve 
short-term liquidity problems. Interest 
rates must therefore inevitably rise when- 
ever borrowers cannot get the funds 
they need for whatever reason. In other 
words, interest rates would have risen 
even if the Federal Reserve System had 
not pursued a tight money-supply policy 
from the end of 1979 on. 

The countries that borrowed during 
the 1970s all faced liquidity or insol- 
vency crises at the beginning of the 
1980s, with the result that the transna- 
tional banking system saw itself con- 
fronted with requests for rescheduling 
totaling $37.9 billion in 1982 and $60 
billion in 1983.2 But why did this hap- 


20. See E. Brau et al., “Recent Multilateral 
Debt Restructurings with Official and Bank Cred- 
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pen? Looking at the International Mon- 
etary Fund’s programs produced during 
rescheduling negotiations, one would 
think the difficulties were entirely due to 
the mistaken economic policies pursued 
by the debtor countries, which meant 
that these were unable to raise enough 
money to service their debts. This rather 
too comfortable view takes no account 
of the fact, mentioned before, that the 
case of the debt crisis is to be found in 
the crisis of the capitalist world econ- 
omy and cannot therefore be solved by 
national measures of the debtor coun- 
tries alone. 

From the very outset there was an 
innerent contradiction in the growth of 
inJebtedness. Inevitably, therefore, the 
problems became more acute as the 
growth and investment weakened in the 
wake of declining expectations about 
the rate of return on capital. To begin 
with, it was thought that growth in the 
NICs could be stimulated by recycling 
part of the industrialized countries’ 
sevings. But this view underestimated 
tke difficulties of servicing the debt, 
eren when the credits were used pro- 
d-ctively and investment projects were 
viable. Insufficient account was taken of 
the fact that earnings in national cur- 
rencies still had to be transferred in the 
contract currency, which was mostly the 
dollar. The transfer-problem debate at 
the end of the 1920s showed that, with a 
certain combination of export and 
import elasticities in the debtor and 
creditor countries, a transfer profit can 
result even for the debtor country.?! As 


itors,” Occasional Paper 25 (Washington, DC: 
International Monetary Fund, 1983); Ernst 
Löscher, Souverane Risiken und internationale 
Ferschundung (Vienna: Manzsche Verlags und 
Universitatsbuchhandlung, 1983), pp. 54-67. 

21. On the transfer question in the late 1920s, 
sse John Maynard Keynes, “The German Transfer 
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is brutally and clearly demonstrated by 
the current debt problem, however, it is 
almost impossible to bring about such a 
transfer, given the structure of the world 
economy in the 1980s. If debtor coun- 
tries have to achieve a net export of 
capital to cover interest charges or make 
repayments of principal, they must pro- 
duce an equivalent surplus in trade and 
services. This, however, is only possible 
if the creditor countries are prepared to 
accept equivalent deficits. 

In an expanding world economy this 
would not present a problem; creditor- 
country exports could still expand even 
though there would be a trade deficit. A 
reversal of the deficit-surplus positions 
of the creditor and debtor countries 
would not produce significant problems. 
All that would be needed would be for 
exports of the-debtor countries to grow 
faster than those of the creditor coun- 
tries. An absolute growth in creditor- 
country exports would in no way be 
excluded. It is, however, different when 
countries are competing strongly for 
larger shares of stagnating world mar- 
kets. Under such conditions, it is then 
very difficult to see how debt can be 
serviced by achieving trade surpluses in 
excess of the deficit on capital accounts. 
As a result, currencies have tended to be 
devalued. But devaluation in such cir- 
cumstances is unlikely to have a positive 
effect on exports for two reasons. 

First, devaluation increases the costs 
of imports. Second, the volume of 
exports needed to match debt-service 
requirements grows in real terms as the 
currency devalues. This reduces the sup- 
ply of goods on domestic markets, 
including goods needed for investment. 


Problem,” Economic Journal, 39:72 ff (1929); 
Gottfried Haberler, Der internationale Handel 
(Berlin: Springer, 1933). 


As the experience of all debtor countries 
shows, these factors combine to produce 
galloping inflation that destroys the 
national currency, which in turn results 
in the disintegration of social structures. 
Indebted industrialization, therefore, 
leads to inflation and social decline.?? 
Indeed, because investment is stopped, 
and imports needed to complete the 
stunted industrialization, such as spare 
parts, can no longer be financed, this 
approach .to industrialization in fact 
results in the opposite of what the credit 
was supposed to do, namely, in deindus- 
trialization. It is scarcely possible to 
show more clearly or more dramatically 
how the growth model of Pax Americana 
leads to a dead end. The industrializa- 
tion that was expected to come from 
external savings proved to be a bitter 
illusion. Industrial catch-up, at accept- 
able costs, is not possible in the frame- 
work of the hegemonic system built up 
after World War II. The debt crisis 
therefore demonstrates that the Fordist 
model is limited in both depth and, as 
shown earlier, width. 

As long as there is no fundamental 
change in the situation that existed at 
the beginning of the 1980s, real interest 
rates will not fall to a level appropriate 
for the given phase of the economic 
cycle. This has negative effects on the 
industrialized countries as well, because 
the comparison of real productive invest- 
ment and financial holdings will favor 
the latter, given that the pure profit— 
profit less real interest rates—is further 
reduced by high real interest rates.” 


22. Compare the analysis of Pierre Salama, 
“Endividamento e penuria urbana?” Ensaios FEE, 
5(2):3-14 (1984). 

23. See the OECD figures: OECD Economic 
Outlook, no. 33, p. 57 (July 1983). 
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CONCLUSION 


Responsible for the long duration of 
the current phase of crisis and stagna- 
tion is the combination of structural 
factors leading to the decline of the 
profit rate, the unlinking of the mone- 
tary sphere from the trends in the accu- 
mulation of real wealth, and the erosion 
of the hegemonic power that used to 
regulate the capitalist world system. The 
contradiction between monetary and 
real growth can be eased either by 
reducing the monetary demands of the 
creditors or by increasing the ability of 
the debtors to generate real growth. 
Both the International Monetary Fund’s 
programs for countries in debt crises 
and the agreements reached between the 
private banks and their borrowers are 
currently aiming at the latter. However, 
it is clear that social developments in the 
debtor countries and structural devel- 
opments in world markets set limits on 
debt servicing. One must therefore con- 
sider the prospect of reducing the mone- 
tary demands. Some banks have already 
partly accepted this in that they have, in 
recent years, built up larger reserves in 
order to cope with cancelations of debt. 
All the same, the actual writing off of 
losses appears to hover, like the sword 
of Damocles, and could, with one blow, 
destroy the complex aeons of mone- 
tary links.24 

This danger could be contained if the 
hegemonic power still had the institu- 
tional and instrumental capability of 
preserving—reproducing—the capitalist 
world system. Today this would above 
all mean gaining a consensus in favor of 
a scheme for sharing the losses rather 
than leaving to the market forces how 
monetary demands are brought back in 


24. See OECD Economic Outlook, no. 37, 
p. 55 (June 1985). 
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lin? with the real economy. In effect, this 
wculd only induce national govern- 
ments to come to the rescue of their 
national capital. It would tend to divide 
the world system into a number of 
protectionist zones. If this were to hap- 
pen, the international credit system cer- 
tainly could not survive and would 
collapse for two reasons. Many debtors, 
such as Third World countries, transna- 
tional corporations, and maybe even the 
United States, would have to reduce or 
stop their debt service payments. In 
acdition, however, the collapse would 
mean that the dollar would cease to be a 
world currency. 

This points to the current Aa of 
the capitalist world economy, which has 
an immediate impact on employment in 
tke individual countries. The system is 
sustained by three different markets, 
those of finance, goods, and labor. While 
the labor markets are essentially national, 
goods and financial markets have, after 
d2cades of evolution, become interna- 
tional. Assuming, as one must, that- 
lebor markets are above all dependent 
on goods. and financial markets—the 
hierarchy of markets—it is obvious that 
national employment is influenced by 
international markets and that the maneu- 
vering space of national employment 
policies is limited. This dependence varies 
f-om country to country, but nowhere is 
it so small that it can be neglected. 

The crisis can be overcome only when 
a way can be found to match monetary 
demands and real performance. This 
requires some form of consensus on the 
zllocation of losses resulting from writing 
off some debt. What would then follow? 
The crisis has shown that the current 
form of economic reproduction in—and 
the political organization of—the world 
system prevents all those seeking employ- 
ment in the industrialized countries from 
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finding jobs in formal or typical sectors 
of the economy. It has also shown that it 
has been made impossible for the not yet 
industrialized countries to catch up with 
the specific Fordist form of industri- 
alization of the existing industrialized 


countries. For these reasons one must 
therefore conclude that in the future the 
global society can only develop when it 
leaves the growth model of the past 
decades behind it. 
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The Neglect of Employment in 
the International Economic Order 


By KURT W. ROTHSCHILD 


ABSTRACT: The post-World War H international economic order 
obliged the nation-states to conduct <heir foreign economic policies 
according to binding rules. As employment continued to be a purely 
national responsibility of the individual countries, international obliga- 
tions turned into serious constraints on tke pursuit of national employment 
policies. International agreement should provide the possibility that 
countries disengage themselves from the restrictive influence of foreign 
obligations. In addition, international employment policies would be 
desirable. They should focus on a common commitment to the goal of full 
employment rather than on concrete po_icy measures. But broad interna- 
tional strategies, such as the assumption 3f locomotive functions by strong 
economies or massive financial support for Third World development, 
can—depending on various conditions—also be positive. 
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HEN it came to the cuestion of 
VY economic reconstruction after the 
end of World War II, the developed 


capitalist industrialized countries of. 


Western Europe and North America 
were overwhelmingly influenced by the 
traumatic experience of the 1930s’ depres- 
sion. The two phenomena from these 
earlier times that appeared particularly 
threatening were mass unemployment 
and the restriction and departmentaliza- 
tion of international trade through a 
network of protectionist and currency 
controls. The question of how a new 
world economic order might prevent a 
return to these conditions was therefore 
already at the center of public interest 
and official thinking in the democratic 
countries, above all Britain and the 
United States, long before the end of 
World War II. Sir William Beveridge’s 
book Full Employment in a Free Soci- 
ety, published in Britain in 1944, found 
more of an echo in public opinion than 
almost any economics book that pre- 


cedéd it. Writers of the time, such as- 
Clarence Streit and others, who empha- . 


sized not only the political but also the 
economic significance of the fact that we 
all have to learn to live th one crowded 
world, also found a similar interest. 

. These sentiments soon found their 
way into official texts, statements, and 
actions, partly out of a genuine desire 
for reform and partly for fear of pres- 
sure for revolutionary change. It was in 
this fashion that employment objectives 
became almost obligatory in the gov- 
ernment statements and legislation in 
Britain and America, which then acted 
as examples for other countries. Inter- 
national conferences led to the estab- 
lishment of the International Monetary 
Fund (IMF), the World Bank, and 
ultimately, after the failure of the Havana 
Charter, the first effort to establish a 


comprehensive regime for foreign trade, 
the General Agreement on Tariffs and 
Trade (GATT). Thus an institutional 
framework was created that was to 
prevent a relapse into the double catas- 
trophe of the 1930s, mass unemploy- 
ment and the progressive strangulation 
of international trade. It was also seen as 
a basis from which to make further 
progress, 

From the very beginning, however, 
there was a significant difference between 
the way the two problems were ad- 
dressed, a difference that could be only 
partly attributed to the different nature 
of the problems of unemployment and 
trade. The employment problem has 
from the start been seen as essentially a 
national problem to be resolved by 
national effort. Apart from relatively 
inconsequential summit and other dec- 
larations, there have been no significant 
international agreements on—or com- 
mitments to—employment objectives. In 
total contrast, there is an expansive 
network of—admittedly, not always 
effective—consultations, coordination, 
and regulations aimed at preventing the 
slide into protectionism, currency con- 
trols, and export subsidization. Included 
in this network are, among others, the 
IMF, the Organization for Economic 
Cooperation and Development, the 
GATT, and the European Economic 
Community. 

As already mentioned, this difference 
is partly due to the nature of the prob- 
lems and would exist whatever national 
policies were pursued or whatever inter- 
national agreements were reached. For- 
eign economic policy inevitably involves 
numerous players and is therefore ame- 
nable to mutual agreement and quid pro 
quo agreements. In contrast, employ- 
ment policies always appear to be seen 
as a domestic concern. 
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Things are obviously not always quite 
so simple. One could, after all, always 
adopt a totally unilateral standpoint in 
foreign economic policy. One could, for 
example, argue—as I do not—that, 
according to the widely represented free- 


trade equilibrium model, every move 


toward free trade improves productivity 
and resource allocation even when it is 
not reciprocated. Above all, however, 
although it seems hardly credible that 
employment is an isolated problem that 
can be resolved by national means alone, 
it is largely treated as such in the discus- 
sion and practice of economic policy. 
This phenomenon requires more detailed 
analysis. 

From a theoretical point of- view 
there is little call to distinguish, in 
principle, between employment and inter- 
national economic policy problems. Both 
could be seen to have national and 
international components. The well- 
developed macroeconomic models and 
theories of the global economy do indeed 
suggest that there is a high degree of 
interdependence between all parts of the 
economy and that there is a circular 
chain of causal links between them. The 
degree and form of interdependence 
vary according to circumstances and 
theoretical approach and thus provide 
scope for differences of opinion and 
debate. But no model denies the exis- 
tence of a direct and indirect—that 
is, inter- and intrasectoral—interdepen- 
dence between changes in domestic and 
foreign employment and trade and capi- 
tal flows. This is true whether or not 
there is labor mobility. 

There are therefore no theoretical 
grounds for drawing a dividing line 
between domestic employment policies 
and the presumably necessarily global 
foreign economic policy. Employment 
policy measures of an expansionary or 
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deflationary nature affect trade flows 
and therefore affect trade and employ- 
ment in other countries. Equally, for- 


eign economic policy measures also 


influence both international trade as 
well as employment in a number of 
countries, regardless of whether they are 
national / unilateral measures or global/ 
multilateral measures. The subsequent 
knock-on effects can then have further— 
multiplier—repercussions in all coun- 
trizs and sectors. Therefore, the differ- 
enze between macroeconomic models 
dces not concern so much the question 


of whether domestic or internationally 


apreed-upon policies are appropriate 
for individual sectors. It refers far more 
to the possibilities in principle of an 
active employment policy, be it a na- 
tional or an international one. We need 
not concern ourselves further here with 
this conflict, which runs under the slogan 
of. “monetarism or rational expecta- 
tions versus Keynesianism,” because we 
stall work under the premise that an 
employment policy is possible and makes 
sense, 


THE NATIONAL-INTERNATIONAL 
DICHOTOMY — 


How can one then explain why, 
dzspite the ease with which both theo- 
retical and commonsense views of the 
world point to interdependence, such a 
uidespread dichotomy exists. between 
national employment policies and inter- 
national foreign economic policy? There 
are a number of explanations that, as 
will be shown, all have serious con- 
ssquences. The fact that theoretical 
and policy discussions prematurely and 
almost totally accept the existence of 
such ‘a dichotomy is largely due to the 
crigins of the modern theory of employ- 
ment policy. These were decisively influ- 
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enced by Keynes’s famous book The 
General Theory of Employment, Inter- 
est and Money, which was published in 
1936. Keynes wrote the book during the 
depression, when world trade was al- 
ready shattered, and concentrated on 
the possibilities of expanding employ- 
ment in what was a relatively large 
country under relatively strong controls 
on the balance of payments. While he 
did not neglect foreign questions, his 
approach was largely geared to a rela- 
tively closed economy that therefore 
had to pursue its own employment 
objectives. This approach meant a na- 
tional employment policy and thus influ- 
enced the discussion for a long time. 
Ten years later, during preparations 
for the establishment of the IMF, Keynes 
saw the coming open world economy 
and was thoroughly aware of the links 
between domestic and international 
employment and economic policies. He 
had ideas on how to address the ques- 
tion of such links, which can be found in 
the so-called Keynes Plan and which 
were presented to the IMF but got 
nowhere due to American opposition. 
In both theory and practice, there- 
fore, employment policies remained con- 
strained to the national model. External 
factors—in particular, the importance 
of exports for employment—were rec- 
ognized but usually only as exogenous 
factors beyond national control that 
could either increase or decrease employ- 
ment. In addition, politicians, bending 
to the forces of political expediency, 
tended to ascribe good results on the 
employment front to domestic policies 
and negative results to uncontrolled 
external influences. Little attention was 
paid to the common ups and downs in 
employment and to the mechanisms of 
transmission from one country to an- 
other, which might make common policy 


approaches advisable.! 

Things are very different when one 
turns to what was happening on the 
foreign economic policy front. Although 
there is a good deal of scope for unilat- 
eral actions in foreign economic policy, 
such as in the form of open or dis- 
guised protectionism or exchange rate 
policies, the philosophy of mutual and 
binding agreements is still seen as nor- 
mal. This philosophy is supported above 
all by the trauma of the 1930s, when 
every country tried to improve its own 
economic and employment position at 
the expense of others by adopting protec- 
tionist measures in the pursuit of com- 
petitive beggar-thy-neighbor policies. 
The result was that world trade declined 
or stagnated while unemployment per- 
sisted. A repeat of such a self-destructive 
process was to be prevented by mutual 
commitments to open trade. 

A second factor promoting bi- or 
multilateral approaches is the idea that 
unilateral action should be avoided. The 
trade and currency policy instruments 
that can discriminate against other coun- 
tries are retained as bargaining chips, 
even when their unilateral removal is 
possible or even preferable for purely 
economic reasons, and are only negoti- 
ated away in return for reciprocal con- 
cessions. In principle, such an approach 
is also conceivable for employment pol- 
icies. As every country is interested in 
higher employment, and demand, in 
other countries, a country could use its 
own employment measures as a bar- 
gaining chip in order to get other coun- 
tries to introduce similar measures in 
international agreements. Of course, 


1. On the question of the transfer mechanism, 
see Gerhard Graf, “Hypothesen zur internationalen 
Konjunkturtransmission,” Weltwirtschaftliches 
Archiv, 111(3):529-63 (1975). 
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the analogy does not hold in practice 
because employment is much too explo- 
sive an issue politically for such a policy 
to be practicable. The use of increased 
tariffs in retaliation against foreign pro- 
tectionism and as a means of bringing 
pressure to bear on another country is 
not unknown, even when these initially 
damage the domestic economy. But it is 
unheard of to use the threat of increased 
domestic unemployment in an effort to 
bring about a change in another coun- 
try’s restrictive economic policies. 
Whatever the causes of this national- 
ization of employment policy and glob- 
alization of foreign economic policy 
might have been, we are faced with the 
reality that the discrepancy between 
them remains and has become more 
entrenched. That this should have hap- 
pened at all is significant and must be 
discussed, at least briefly, before the 
question of a global employment policy 
is addressed. : 
There appear to be two important 
issues. The first concerns the interests 
involved. It is in the interests of the ever 
more important and powerful multina- 
tional companies that countries should 
enter into internationally binding agree- 
ments requiring relatively free trade and 
capital flows that are not qualified by 
any international or national require- 
ments concerning socioeconomic objec- 
tives such as employment, living stan- 
dards, and the like. In contrast to the 
earlier pressure for protective tariffs 
from the ruling national monopolies 
and oligopolies, the multinationals seek 
a freedom to reallocate resources through 
their global transactions that is secure 
from sociopolitical interference. This is 
a political-economic fact of life that 
helps explain why the institutional hier- 
archy favoring economic or trade poli- 
cies over employment policies has been 
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so stable despite significant changes in 
the economic climate. 

The implications of this hierarchy 
bring us to the second reason why 
employment objectives have remained 
nationalized while foreign economic 
palicy objectives are global. As already 
emphasized, it is not possible to com- 
partmentalize employment and foreign 
policy. The objectives of foreign eco- 
nomic and employment policy are inter- 
dependent and cannot be carried out in 
isolation from each other. Therefore, 
when the foreign economic components 
of a policy are subject to international 
commitments without there being simi- 
lar commitments to employment, there 
is clearly a hierarchy of policy objectives 
and thus of what can be achieved in 
pursuit of these objectives for every 
single country. A clear asymmetry pre- 
vails. Commitments in the field of for- 
eign economic policy—free trade, free 
flows of capital, and so forth—impose 
constraints on national employment pol- 
icies, while the globally conceived rules 
for foreign economic policy—as in the 
GATT, IMF, OECD, the European 
Economic Community, and others—are 
scarcely constrained by specific com- 
mitments on employment. 

In other words, while there is an 
internationally sanctioned effort to pre- 
vent efficiency losses due to the uneco- 
nomic allocation of resources resulting 
from protectionist measures, there is no 
equivalent provision for losses due to 
underemployment and insufficient capac- 
ity utilization. Nothing illustrates the 
harsh reality of this hierarchy better 
than the way the IMF uses its interna- 


_ tionally agreed-upon rules to prescribe 


national policies for indebted countries 
in order to get the current debt crisis 
under control. Monetary, credit, and 
trade criteria take precedence, with cat- 
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astrophic consequences for employment, 
living standards, and social cohesion in 
the countries concerned. In the end, this 
has implications for the balance of the 
international economy. 

This all suggests that, given the con- 
tinued high levels of unemployment in 
many parts of the world, more attention 
should be given to the question of global 
employment strategies. In what follows, 
a modest attempt is made to describe 
what these might look like. 


GLOBAL EMPLOYMENT STRATEGIES 


First of all, one should consider the 
consequences for national employment 
policies if, as is quite likely, a move 
toward global employment policy mea- 
sures is politically infeasible and the 
expectations of various countries with 
regard to employment policy become 
strongly divergent. In such a situation a 
country wishing to improve prospects 
can face a real conflict between respect- 
ing international treaties and the need to 
expand its domestic economy. A degree 
of disengagement from restrictive foreign 
influences must then be within the scope 
of internationally agreed-upon possibil- 
ities; otherwise countries may simply 
take unilateral actions to disengage. 

A central problem is that, failing 
equivalent expansionist measures in 
other countries, an expansionist policy 
will result in balance-of-payments diffi- 
culties that can cut short any expan- 
sionist policy. The hope that the intro- 
duction of flexible exchange rates would 
contain this stop-go problem and create 
more scope for unilateral employment 
policies has only been fulfilled to a very 
limited extent. As things are, expansion 
creates increased demand for imports 
and results in devaluation, which can 
fuel inflation via the price-wage mecha- 


nism and thus cause serious problems— 
in addition to that of domestic inflation. 
Given the existence of free capital and 
currency markets, there are also likely to 
be strong speculative shifts in the value 
of the currency destabilizing both trade 
and economic policies. This then leads 
to dirty floating, or the reintroduction 
of fixed exchange rates, with which the 
balance-of-payments problem would 
again become acute. . 

It would therefore be desirable to 
provide for countries wishing to reflate 
in isolation the opportunities to take 
appropriate measures with regard to 
trade and capital flows without being 
too constrained by balance-of-payments 
and inflation considerations. This does 
not mean import controls but only the 
opportunity of preventing too big a gap 
from emerging between the expanding 
import growth and the stagnating export 
growth. In other words, the increase in 
imports resulting from increased eco- 
nomic activity should be acknowledged | 
as an alternative to an increase in imports 
due to reductions in trade barriers. 
More consideration of such alternatives 
in international agreements could repre- 
sent the first step toward a reduction in 
the asymmetry between the scope for 
employment and foreign economic poli- 
cies mentioned earlier. 

What possibilities are there if the 
transition toward more global concepts 
of employment policy should be seri- 
ously considered? First of all, it is impor- 
tant to take note of a fundamental 
difference between general policy goals | 
and specific policy instruments and pro- 
grams. To some extent, it is not possible 
to consider the latter without agreement 
on the importance of the employment 
objective. It is, however, possible to 
agree on a common goal of high em- 
ployment without agreeing on the de- 
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tails of common and coordinated policy 
instruments. 

` One can argue that, given the current 
state of the world economy and eco- 
nomic theory, a diffuse agreement on 
policy objective does not only make 
sense but should indeed be given a high 
priority for economic reasons. First of 


all, history teaches us that such an . 


approach promises not only the possi- 
bility of success, but success itself. There 
has never really been anything such as 
an internationally agreed-upon employ- 
ment policy, apart from rhetorical fire- 
works. During the 1950s and 1960s, 
however, most developed industrialized 
countries gave employment objectives 
such a high priority that there was, in 
practice, an agreed-upon de facto policy 
objective for these countries. Every 
country could rely on the fact that 
others would strive for high levels of 
employment and demand, so that, in the 
medium term, domestic employment 
policies could be conducted in relative 
freedom and without. fear of general 
disruption from foreign economic fac- 
tors. The existence of common objec- 
tives therefore confirmed and endorsed 
national employment policy measures. 
As is -well known, the period after 
1970 was characterized by a massive 
shift away from employment objectives 
as the top priority in economic policies 
moved toward the control of inflation, 
privatization, and the restoration of 
private capital. This meant the end of de 


facto global agreement on employment 


policy objectives. When devising employ- 
ment policies, countries wishing to ex- 
pand had to take account now of the 
lack of parallel action by other countries, 
the ensuing dissipation of demand into 
deflating countries, and the resulting 
balance-of-payments problems. This 
change in policy objectives was not 
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sokly or even predominantly responsible 
for the change from the full employment 
of the 1960s to the long-term unem- 
ployment of later years. There were nu- 
merous other, largely real economic, 
reasons for this change. There is, how- 
ev2r, a case to be made that the existence 
of full-employment objectives on a global 
scale did help and that their absence has 
made things worse.” 

This historical point should illustrate 
the importance of global agreement on 
policy objectives even when these are 
not accompanied by agreement on spe- 
cliic methods and timing. There are a 
namber of reasons why a broad agree- 
ment on the objective of employment 
has advantages over a detailed global 
employment policy, whatever form this 
tekes: The first; obvious reason can be 
found in the continued heterogeneous 
nature of national employment policies. 
Differences between national policies 
are so great, especially between devel- 
oping and industrialized countries, that 
a common policy is not feasible. Even 
among the advanced industrialized coun- 
tries the differences are such that the 
creation of common methods and rules 
r policy instruments would reduce 
taeir efficacy. Distinct differences be- 
tween countries—such as the scope for 
public sector involvement, income poli- 


2. In this context it is interesting to note the 
review of Sir William Beveridge’s book Full 
employment in a Free Society written by the 
English economist Austin Robinson in 1945. After 
discussing Beveridge’s various proposals on employ- 
ment policy, Robinson wrote, “They {the pro- 
posals] are not so very different from, nor 80 very 
nuch greater than those with which we failed to 
defeat unemployment in the ‘thirties that one can 
Teel absolutely confident of success. But what, 
nore than anything else was lacking in the ‘thirties 
was an overwhelming national determination.to 
defeat unemployment.” Economic Journal, 55:76 
“Apr. 1945). 


56 THE ANNALS OF THE AMERICAN ACADEMY 


cies, the timing of political cycles, the 
structure of corporate organization, and 
the like—suggest that different instru- 
ments need to be used depending on the 
particular national characteristics. 

Independent of such differences there 
are also other reasons why different 
methods should be used. A single, global 
employment policy would have to be 
based on existing national thinking on— 
and knowledge of—employment poli- 
cies. Given new developments in both 
economics and technology, as well as 
the inevitable clash of interests over 
policy objectives, there exists no broad 
consensus on what such national poli- 
cies should be. There are a range of 
strategies, some more controversial than 
others, but all of which are subject to a 
constant process of testing and evalua- 
tion. There is indeed scope for gaining 
new experience from the experimenta- 
tion with different approaches. In this 
way a global approach that allows for 
variations is better than one that does 
not, and all countries can benefit from 
the lessons learned by others. Further- 
more, variation in approaches ensures 
that the errors that will inevitably be 
made do not have a cumulative effect 
and provides for a certain degree of 
inbuilt correction of such errors. 

One can make similar arguments with 
regard to the timing of employment 
policy measures. Given the difficulties in 
producing exact diagnoses and projec- 
tions and the unavoidable lags with 
which decisions are taken and policies 
become effective, it would not neces- 
sarily make sense for all countries to act 
at the same time. Asynchronous action 
also means that the inevitable fluctu- 
ations in employment due to cyclical 
effects and structural change will be 
unevenly spread. This means that the 
weakening of an economy in one coun- 


try could be more rapidly eased by 
increased exports to countries under- 
going expansion than would be the case 
if cyclical movements in the respective 
economies ran parallel. Analyses of the 
developments in the 1960s suggest that 
asynchronous economic cycles in the 
different countries significantly short- 
ened the downward movements. 

There are thus a number of grounds 
for arguing that the agreement on a 
global employment policy should be 
limited to a general agreement on the 
overall objective. The details of how this 
objective is to be attained should be left 
to national policies. This, however, 
leaves one major problem unanswered. 
How does one ensure that each country 
actually pursues and sticks to the agreed- 
upon objective? It is well known how 
easily the rhetoric of full employment 
slips from the tongues of politicians for 
whom the use of such rhetoric will 
always pay. It will take more than 
noncommittal declarations of intention 
to make a genuine global dedication to 
the goal of full employment. 

One possibility would be to make the 
policy objectives credible by actually 
acting on them. This was in fact what 
happened during the 1950s and 1960s. 
The basis for a genuine global policy 
would be established without prescribing 
specific measures or results if govern- 
ments were seen to be acting clearly and 
quickly to deal with employment prob- 
lems and if they were to give employ- 
ment problems an important place in all 
economic policy decisions. 

Where the basis of mutual trust is 
not—or no longer—sufficient, more con- 
crete indicators will be needed. The 
most obvious way to create these is to 
lay down specific targets. Just as specific 
targets are set for inflation, there could 
be concrete targets set for employment. 
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If these targets were not met, there 
would then have to be an obligation to 
take additional employment policy mea- 
sures. Such an approach was, for exam- 
ple, incorporated in the employment 
programs for Asia worked out by the 
International Labor Organization (ILO), 
which called for “comprehensive em- 
ployment programmes, indicating speci- 
fic targets to be progressively achieved” 
for the Asian region.3 

There are significant difficulties caused 
by such commitments to targets in mar- 
ket-oriented countries due to the dyna- 


mism of market-oriented economies, . 


their susceptibility to disturbances, and 
the limited effectiveness of economic 
policy instruments. Realistic objectives 
are difficult to set and are not indepen- 
dent of time. If they are set too low, so 
that they are easily achieved, they lose 
their effectiveness in tackling unemploy- 
ment. If they are set too high, they will 
frequently not be reached, with the 
result that the approach would lose its 
credibility and effectiveness. But even 
realistic, flexible objectives will not be 
easy to achieve. What sanctions, for 
example, can one employ when a partic- 
ipating country does not hold to its 
commitments? As mentioned earlier, it 
is simply infeasible to take direct retali- 
atory action as one can in trade policy 
with retaliatory tariff increases. It is 
possible to devise other forms of pen- 
alty, but these are politically infeasible. 

It is partly, but not exclusively, be- 
cause of these difficulties in devising an 
operational set of policy objectives that 
concrete global measures and projects 
assume acomplementary importance of 
their own, especially during times of 


3. International Labor Organization, Proposals 
for the Formulations and Implementation of an 
Asian Manpower Plan, Report 4 (Geneva: Interna- 
tional Labor Organization, 1968). 
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persistent mass unemployment. There 
are three types of strategy deserving 
further consideration in this still under- 
developed but important area of policy. 

One strategy would be to build on the 
very modest foundations of the existing 
multilateral instruments of employment 
policy. Its impact would be relatively 
limited because of the limited scope 
offered by these instruments. But as they 
already exist it would be relatively easy 
to pursue such an approach. In the first 
instance, one thinks here of the ILO, 
whose founding statute of 1919 included 
the objective of full employment. Al- 
though this objective has been regularly 
endorsed in ILO resolutions and pro- 


- grams ever since, it has not been backed 


by sufficient resources or political 
support from national governments to 
erable the ILO to do very much.‘ In 
addition to the ILO, and in conjunction 
with it, the employment policy elements 
in other international organizations 
must be strengthened. Here one is con- 
cerned with all the U.N. organizations 
icvolved in work with the developing 
countries, the World Bank, and, on a 
limited regional level, the European 
Social Fund and the European Regional 
Development Fund, which deal with the 
employment agenda in the .European 
Community.’ 

All these existing approaches only 
play a minor role. because their scale is 
limited and because there is often no 


4. See International Labor Organization, The 
World Employment Programme (Geneva: Inter- 
national Labor Organization, 1969); idem, Aynploy- 


- ment, Growth and Basic Needs: A One-World 


Problem (Geneva: International Labor: Organi- 


_zation, 1977). 


5. See Francois Vandamme, “The Revised 
European Social Fund and Action to Combat 
Unemployment in the European Community,” 
international Labour Review, 123(2):167-81 (Mar.- 
Apr. 1984). 
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additionality—that is, resourczs are used 
to finance existing national schemes. 
But they could become more important 
if they were expanded significantly. One 
should not, however, exaggerate the 


potential for expanding such instru- 


ments. The instruments themselves and 
the programs associated with them are 


devised to assist in the implementation 


of national programs and to improve 


the functioning of employment markets. 


The emphasis is therefore on research, 
the exchange of information, and the 
provision of finance for retraining and 
actions in special problem areas such as 
underdeveloped regions or youth unem- 
ployment. As important as -these are, 
and as desirable as the easing of such 
special problems as youth and regional 
unemployment are, such action can at 
best be no more than a complement toa 
more substantial national or interna- 
tional effort. They are not a genuine 
alternative. 


THE LOCOMOTIVE THEORY © 


To have the necessary impact on. 


demand or cyclically induced mass 
unemployment, one must look to other 
strategies. In this context there are two 
possible approaches: the so-called loco- 
motive theory and, in Bruno Kreisky’s 
words, a “Marshall Plan for the Third 
World” or the Brandt Plan. The basic 
concept of the locomotive theory, which 
was ventilated in the middle of the 1970s 
mainly in the: OECD setting, is vety 
simple and, with the exception of the 
name, not new. The concept was inher- 
entin the saying “when America sneezes 
Europe catches a cold,” which was well 
known at the time of the 1930s’ depres- 
sion. It-is based on the simple obser- 
vation that, given differences in the size 
of economies, the same relative effort to 


, expand economic activity in countries 


has very different absolute effects on 
other countries’ trade flows. Economic 
weight is not the only factor, and trade 
dependence and the multiplier effects of 
various measures also play a role. But by 
and large it remains true that actions 
taken by large countries have a greater 
impact.on others than those of small 
countries.® 

The basic idea behind the locomotive 
theory is therefore that common and 
strong expansionary action by, in par- 
ticular, the large economies can increase 
employment at a time of global reces- 
sion. This would then provide a positive 
impulse in. other countries the cumu- 
lative effect of which would be to add 
more steam to the locomotive and thus 
to the world economy. A stimulus cannot 
be created by small individual countries. 
Expansion by such countries is too 
small in relation to the world economy 
to have any significant effect, and all 
that would result would be balance-of- 
payments problems for the countries 
concerned because of increased imports 
with more or less static exports. The 
only real alternative to the locomotive 
approach would be a coordinated expan- 
sion by all or most of the countries 
affected by high unemployment, whether 
large or small. But this would clearly 
present much greater organizational and 
political problems than would the loco- 
motive approach. 


6. The best example is the United States, 
which, because of its import propensity and size, 
has a profound impact on the activity of other 
countries, The theoretical discussion of the rela- 
tionship between size, savings, and import pro- 
pensity can be found in Martin Bronfenbrenner, 
“On the Locomotive Theory in International . 
Macroeconomics,” Weltwirtschaftsliches Arekin, 
115(1): 38-50 (1979). 
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There is one important problem with 
the locomotive strategy..Even when the 


expansionary policy is successful, it cari 


still cause a number of problems for the 
locomotive country or countries: These 
_ mainly take the form of budget deficits, 
the danger of inflation, and problems 
with distribution. Countries benefiting 
from a successful locomotive action 
experience only the expansion’ effect 
and avoid the problems, at least par- 
tially, or can more easily deal with them 


in the already expanding economy. With. 


their export-led growth, these countries 
then become free riders of the expan- 
sionary policies, the costs of which = 
unevenly spread. 

Such imbalances in the risks and 
benefits of locomotive policies can sig- 
nificantly reduce the necessary incentive 
for large economies to pursue them. In 
order to compensate for this it would be 
necessary to complement the giobal 
strategy based on a locomotive approach 
with commitments from the potential 
beneficiaries to contribute to. global 
demand by taking respective national 
measures and thus taking some of the 
burden from the locomotive countries. 
The initial step cannot be taken by the 
smaller countries, because the tail cannot 
wag the dog. But these countries can 
play an active role once the process of 
growth has been started. 

There is one further point to be made. 


The locomotive strategy is endangered if - 


the locomotive countries: seek. to. pro- 
mote expansion mainly by means of 
export promotion, which is not an 
unusual occurrence. This is more likely 
to result in a relocation of employment 
or in the export of unemployment than 
in a general improvement in the global 
level of employment. This would in fact 
represent nothing more and nothing less 
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than thé misery of a 1930s type of 
beggar-thy-neighbor policy. l l 

- The locomotive strategy is best suited 
to a global economic climate, like that of 
the mid-1970s or any recessionary phase 


of an international economic cycle, when 


there is persistent unemployment affect- 
ing most of the major -trading countries. 
Tha locomotive countries should get the 
others moving again or moving faster, 
and the whole process should then be 
mcthballed until it is needed again. 
This contrasts with the permanent 


programs first developed for the devel- 


oping countries and then elaborated to 
meet employment policy objectives as 
caled for in the so-called Brandt Plan? 
but also repeatedly by Bruno Kreisky 


and others. If properly executed, a global 


plan, involving the cooperation of the 
developed industrialized countries and 
the international organizations, includ- 
ing especially the IMF, the World Bank, 
and the United Nations, could provide 
th? financial basis for permanent and 
significant transfers to developing coun- 
trřes that would provide the impulse for 


- flows of supply and demand benefiting | 


both sides. 

It is not possible here to go into all the 
problems. involved in the implementa- 
tion of such a program, such as the 
technical difficulties, the danger of infla- 
tion, the selection of suitable projects, or 


7. There is a similar problem today with the 
ccmnpetition between countries in the provision of 


- large subsidies and tax concessions to attract 


maltinational companies. This results in the multi- 
netionals’ making big profits, in fiscal problems 
for the countries involved, and in a shifting of 
eriployment from one country to another. It is 
deubtful that the net effect for the international 
economy is positive. 

8. North-South: A Programme for Survival 


_ (London: Independent Commission on Interna- 


tional Development Issues, 1980); see esp. chap. 3. 
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the political resistance. These problems 
are by no means insignificant, but they 
are of the same order of magnitude as 
those already faced by the national and 
international economic systems. Nor 
can the development policy questions 
relating to such a program, which are 
indeed important, be covered. Only the 
differences between such a program and 
the locomotive strategy, which are in 
their essence twofold, can be discussed 
here. 

First, as already pointed out, such a 
program would be permanent. It would 
not compensate for cyclical events but 
would compensate for permanent trends 
in international purchasing power and 
demand weaknesses and thus in effect act 
as a floor for foreign trade and employ- 
ment. On this base there would then be 
scope for other national or international 
employment measures whether expan- 
sionary or deflationary. The second 
important point is that, if the projects 
and structural policy measures are chosen 
in amore or less sensible manner, such a 
strategy could have an immediete impact 
on the extremely serious employment 


position in the developing countries. 
This would then help the developed 
countries cope with the difficult process 
of adjusting their employment markets 
to changes in trading patterns—the New 
International Economic Order—by facil- 
itating a progressive change with a mini- 
mum of frictional losses. 

Finally, it is important to stress that 
this article only meant to shed some 
light on the major aspects of the various 
employment strategies. No claim is made 
for comprehensiveness. It should be 
pointed out, in particular, that the 
various national and international ap- 
proaches are not necessarily incompat- 
ible with each other and can be comple- 
mentary. This is especially true when 
one distinguishes between employment 
policies and labor market policies more 
narrowly defined. There is certainly a 
need to look more fully at these prob- 
lems. If any of these proposals are to be 
realized today, however, it will require a 
political change in the emphasis of eco- 
nomic policy as well as more knowledge 
about the mechanics of the strategies. 
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The Neomercantilist Constraint 
By WOLFGANG HAGER 


ABSTRACT: Concern about competitiveness in high technology has 
induced the European countries to pursue a policy of accelerated 
modernization. Raising the level of investment has become first priority, 
which implies reduced individual and social consumption and a distrib- 
utive bias in favor of capital at the expense of wages, government revenues, 
and externalities, or environment. In addition, labor-saving innovations in 
process technology are speeded up without demand for final products 
being allowed to rise proportionally. The policy model is therefore bound 
to tolerate mass unemployment. Worldwide, the neomercantilist strategy 
creates large-scale overcapacity and leads to a race of competitive 
downward adjustments vis-a-vis increasing low-cost competition. The 
preferable alternative for Europe is a combination of Continent-wide free 
trade and controlled external trade in order to achieve both industrial 
modernization and economic growth. 
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HE currently dominant paradigm 

for economic policy is expressed 
with particular clarity in the European 
Commission’s Fifth Medium Term Eco- 
nomic Policy Programme, of 1981. Pro- 
fessing to be ideologically neutral with 
regard to demand versus supply-side 
policies, the former are de facto excluded 
by reference to present circumstances: 
(1) inflation is too high—economic 
agents would expect any stimulus to be 
quickly followed by contraction; (2) 
rigidities in the economy would lead to 
price rather than quantity responses to 
any monetary or fiscal stimulus; and (3) 
public deficits are unacceptably high. 

The immediate—that is, medium- 
term—task is thus to get the supply side 
right, which above all means promoting 
investment, deregulation, and more flex- 
ible labor markets. While the latter term 
includes employment-promoting mea- 
sures like training, mobility aids, and 
pay differentials in tune with market 
demands, there is an overall bias in 
favor of lower real wages—or of wages 
rising more slowly than productivity— 
and of accepting the unemployment- 
creating consequences of productivity- 
enhancing investment in the context of 
low growth. 

This article argues that the motives 
behind this policy stance are not only to 
be found in the macroeconomic ortho- 
doxy of the day, but in the pursuit of a 
new and quasi-existential goal, techno- 
logical excellence, with competitiveness 
acting as both a means and an ultimate 
goal. 


CONVENTIONAL RESPONSES TO ` 
GROWTH AND INTERDEPENDENCE 


Many of the intellectual f oundations 
of the present orthodoxy, including the 


classical proposition that capital-labor 
substitution can only be arrested by 
lowering the price of labor, are often 
discussed by macroeconomists, using 
essentially static, slightly modified closed 
economy models. The foreign sector 
appears merely as the external con- 
straint, notably in the form of import 
elasticities of domestic demand above 
unity, and export elasticities of world 
demand below. 

The supply-side response to the exter- 
nal constraint lies in increasing the flex- 
ibility of the domestic economy overall 
and in changing the structure of produc- 
tion toward goods with high individual 
elasticities in relation to global demand. 
The fact that such cycle-sensitive goods, 
which allow growth opportunities to be 
seized, exhibit a symmetrical down-side 
risk in weak growth episodes tends to be 
neglected. 

The demand-side approach to the 
external constraint lies in internation- 
ally concerted reflation. The question of 
how and who has found different answers 
in the seventies usually involves the 
Organization for Economic Coopera- 
tion and Development, with the loco- 
motive—countries with good inflation 
and balance-of-payments records taking 
the lead—and the convoy—everyone 
speeding up in tandem—as alternatives. 
The recent past shows an odd mixture— 
without an international common strat- 
egy——of an extreme version of the loco- 


- motive approach in the Atlantic context 


and a convoylike joint deflation in the 
European context, echoed by debt- 
imposed austerity policies in the Third 
World. 

As the accidental locomotive is run- 
ning out of steam, the European convoy 
has to rethink its speed. The European 
Commission, long a champion of con- 
certed austerity policies, suggests now a 
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modern and cautious locomotive ap- 
proach for the European Community. 
Countries that had brought their deficits 
soundly under control] should pause in 
their fiscal consolidation and introduce 
some supply-side tax cuts. This would 
bring perhaps an extra 0.5 percent in 
growth. ° 

The modern part of the prescription 
consists of making the fiscal stimulus 
conditional on simultaneous supply-side 
measures: a reform of payroll taxes, a 
reduction of employment security, more 
competition, deregulation in service 
industries, and so forth. These are 
thought to bring another 0.5 percent in 
growth. A total growth of 3.5 percent 
would begin to match productivity in- 
crease and hence stabilize unemploy- 
ment at present levels. Thus the prospect 
of steadily worsening unemployment— 
and the risk of downright recession— 
have led the European Commission to 
modify slightly its deflationary stance of 
the last four years, while leaving its main 
thrust intact. 


MACRO AND MICRO POLICIES — 
UNDER NEOMERCANTILISM 


To understand this persistence it is 
not enough to refer to the intellectual 
dominance of supply-side economics 
and to the death of Keynesianism, which, 
with a lag and with a vengeance has hit 
the European side of the Atlantic. There 
is a peculiar European motivation behind 
these policies, and their political salience 
is so great that even the politically 
weighty problem of unemployment takes 
second place. The term “neomercan- 
tilism” imperfectly captures an essential 
element in the new economic goal struc- 
ture: the importance of the external 
environment in structural rather than 
aggregate terms. 
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The old mercantilism was designed to 
enhance the power of the state and to. 
unify it, laying the basis for strengthened 
military power. A radical transforma- 
tion of society to allow industrialization 
was part of that strategy. Some of these 
elements are still present today, as we 
will see, but to a much larger extent not 
only the ‘means but also the ends of 
neomercantilism are economic. .-Yet, 
although trade competition plays a cru- 
cial part, it is not the kind that is carried 
out by the competitive devaluations, 
export subsidies, or protectionism, but 
by the competitive modernization of the 
economy. 

What lies behind this concern? We 
can distinguish three related lines of 
argument. The first, vague but politi- 
cally powerful, is a reaction to—or 
expression of —Europessimism: Europe 
is finished, the Pacific, including Cali- 
fornia, is the future. The main indicators 
of this—rediscovered—decadence are 
lags in the development of leading-edge 
technology in some areas of informatics 
and biotechnology and/or in their com- 
mercial application. The favorite stylized 
explanation is Eurosclerosis, stemming 
from rigidities above all in the labor 
market, but also in the regulatory envi- 
ronment, as well as in banking and 
management styles. The fact that this 
ossified Europe has had a better growth 
and employment performance than the 
United States until 1980 is conveniently 
forgotten. 

The second strand relates to the 
unique opportunities that must be seized 
during the early stages of the third 
industrial revolution. A number of new 
base technologies, mostly related to the 
chip and the gene, are transforming the 
way we produce and what we produce. 
Bioprocesses are said to enter into 40 
percent of material output. Informatics 
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is blurring the line between goods and 
services, making knowledge, embodied 
or otherwise, the primary source of 
value added. _ 

One of the most important tasks of 
economic policy, in this context, is to 
raise the level of investment: to incor- 
porate technical progress into the capi- 
tal stock and to offset the creative 
destruction of the existing stock. In 
the process, human capital is equally— 
creatively?—destroyed. Some reinvest- 
ment—training—is possible but scrap- 
ping seems increasingly to be the effi- 
cient option. 


TRADE EQUALS HIGH-TECH TRADE 


The implementation of the third indus- 
trial revolution is seen as a race between 
advanced nations, with the laggards and 
losers permanently locked in a vicious 
spiral of decline. History provides illus- 
trations for this—-Britain since the 
1880s, for example—but more recently, 
catching up has more often than not 
provided a low-cost road to prosperity, 
as in postwar Europe and Japan. 

The third related strand of thinking 
sees the world economy as composed of 
a large number of slowly growing or 
declining sectors and a few high-growth 
performers. Total economic growth can 
be assured by those nations that manage 
to capture large world—domestic and 
export—market shares in growth sec- 
tors. Since the total market for these 
fast-growing goods and services remains 
a small percentage of total world con- 
sumption—at most 10 percent—the 
competition for capturing these growth 
poles is fierce and, in the short run, zero 
sum. The acceleration of technical prog- 
ress engendered by that competition 
may, however, in time trickle down to 
all participants. 


If the mercantilist race were limited 
to high-technology products, its damage 
to the world economy and to the soci- 
eties composing it would be limited. 
There would be excess capacity in, say, 
microchips or telecommunications equip- 
ment—more expensive perhaps than 
similar phenomena in steel or shipbuild- 
ing, but equally amenable to solutions 
combining protectionism and subsidies. 
This sort of generalized protectionism 
is familiar from developing countries, as 
well as procurement-related high tech in 
advanced countries. The nuclear power 
industry furnishes perhaps the best 
example. 

In fact, the third industrial revolution 
extends the race to all tradable products, 
while creating new tradables in services. 
The reason is that it is, above all, a 
revolution in process technology. High 
tech becomes relevant to the most banal 
and traditional of products. Laser-guided 
automatic cutting of fabric for clothes 
furnishes a graphic example. Such ad- 
vances are welcomed by national plan- 
ners not only because they help the 
balance of payments and insulate a 
given activity from international wage 
competition, but also because this sort 
of investment creates a market for high- 
tech industries. Scale and learning effects 
resulting from rapid domestic introduc- 
tion of new process technologies lay the 
basis for successful capital goods exports, 
reinforcing the scale and learning effects. 


COMPETITIVE DEFLATION 
AND UNEMPLOYMENT 


What are the consequences for em- 
ployment policy? One immediate conse- 
quence is a neglect of the unemploy- 
ment-generating consequences of the 
changes in process technology. The old 
word “rationalization” captures these 
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consequences, but not the new moti- 
vation: saving labor by deepening capi- 
tal is a half-welcome, half-unwelcome 
by-product of the real purpose, which is 
to stay in the top league of technological 
excellence. Since national power and 
the future welfare of society are thought 
to be linked to success, formerly domi- 
nant political goals like full employment 
become secondary. 

The more subtle consequences for 
employment come from the macroeco- 
nomic stance associated with modern- 
ization-oriented neomercantilism. As 
pointed out earlier, investment is the 
crucial variable. In the present domi- 
nant pre-Keynesian perspective, invest- 
ment is a function of expected profits. 
Profits are a function of costs—since 
prices are given by the world market, 
and demand is, in the first instance, 
neglected. 

Costs are ultimately to be lowered by 
a technological progress function in the 
medium run, that is, via investment 
itself. The task of public policy is to 
reduce costs by acting in four areas: (1) 
deregulation, which may either involve 
a wholesome review of accumulated 
bureaucratic obstacles or a calling into 
question of nonmaterial aspects of the 
social welfare function; (2) corporate 
taxes, including social security contri- 
butions, which must be lowered or shifted 
to the consumer; (3) the share of wages 
in gross national product, which share 
must be further lowered by letting real 
wages rise more slowly than produc- 
tivity; and (4) government spending, 
which must be curtailed to avoid crowd- 
ing out, that is, to free savings from 
deficit financing to allow productive 
investment. 

How about demand in this model, 
which is the familiar austerity model 
applied in virtually all Western Euro- 
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peen countries today? There are two 
answers. One is to expect investment to 
rise in proportion to the fall in final 
demand engendered by reduced gov- 
errment spending and in proportion to 
the squeeze on consumption caused by 
increased private taxes and lower wages. 
Such a closing of the model is indeed 
theoretically feasible, if we had a once- 
anJ-for-all shift in the relative shares of 
consumption and investment in gross 
national product, with both terms of the 
equation growing at a higher and equal 
rate after that. The problem with present 
pclicies is that they are medium term in 
concept, implying a slow and steady 
squeeze on demand. Moreover, as I will 
argue, they have long-term deflationary 
cansequences in the present context of 
the world economy. 

The second answer to the demand 
problem is exports: the increased invest- 
ment will increase competitiveness. This 
w-.ll allow growth at least as strong as the 
world average (import and export elas- 
ticities = 1), or better (export elasticities 
= 1): In many respects this is the familiar 
export-led growth model as described 
by Balogh in the early seventies: in- 
comes in the exporting country rise 
core slowly than productivity and/or 
world income. Exports give an invest- 
able surplus to firms. This increases 
productivity, allowing a permanently 
legged rise in worker incomes. This 
provides an additional and stable domes- 
tic element of growth. 

What are the differences between the 
present strategy and the familiar export- 
led growth model? First, the lag between 
domestic productivity increases and in- 
come rises is stretched to the point 
where the essential domestic demand 
component of growth fails to materi- 
élize in time to vindicate the initial 
investment surge. That surge might 
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therefore not take place at all. Second, a 
parallel strategy. by all Western Euro- 
pean countries, which carry out two- 
thirds of their trade with each other, 
leaves a small residual, in terms of gross 
national product of exports—+ 10 per- 
cent—to the rest of the warld. This 
becomes infinitesimal when reduced to 
net exports, that is, minus imports. If we 
moreover consider that many of Western 
Europe’s third export markets ere strictly 
dependent, as regards their ability to 
import, on Europe’s conjuncture—for 
example, Eastern Europe, the Mediter- 
ranean rim, raw-material less developed 
countries—the proposition becomes even 
more doubtful. The poor growth and 
employment performance by cne of the 
most successful practitioners of this strat- 
egy, Germany, which is once again piling 
up huge export surpluses, rath2r proves 
the point. 

In fact, Western Europe as a whole 
has just lived through’ an episode that 
half vindicates the export-lec growth 
strategy, increasing exports to the United 
States by 45 percent, as agains: Japan’s 
47 percent. A slowdown of U.S. growth 
or a fall of the dollar or increased 
protectionism in the United States— 
and potentially all three—will throw 
Europe back on its own resources for 
demand creation with a vengeance. At 
that point, the normal pattern of inter- 
action between the world economy and 
neomercantilist Europe will become 
apparent. DE 

Modernization, we recall, :s to be 
achieved via investment. This is to be 
stimulated by higher profits on the sup- 
ply side and exports on the demand side. 
The model seems to assume no capital 
mobility; otherwise, the equétion of 
higher profits with higher investment 
would have to be complemented by the 
condition “provided returns or invest- 


ment in domestic manufacturing are 
higher than alternative investments.” In 
this context the flow of capital into 
foreign investment, direct or portfolio, 
is particularly relevant. Such investment 
will occur—under conditions of free 
trade—if the costs of manufacturing 
abroad are even lower than in a supply- 
side reformed Europe. For a very large 
range of products this seems to be the 
case. Leaving aside some high-tech areas 
where production in the United States 
enjoys an absolute advantage, in the 
standard products, including labor-inten- 
sive parts of high-tech production, the 
cost picture may look as follows. 

Instead of lower taxes, as in Europe, 
there may be none at all for an initial 
10-year period, which is longer than the 
lifetime of manufacturing plants these 
days. As regards labor, wages will be a 
fraction of European levels; however, 
moderate future pay claims and flexi- 
bility of labor use will remain much 
higher. Capital costs will be subsidized 
twice: by the home government and by 
the export credits from Western sup- 
pliers. The result is a no-growth rentier 
economy in Europe, which not only 
means a shift of income from workers to 
capital without the lagged income growth 
under the export-led growth model, but 
also higher unemployment and above 
ali—from the standpoint of neomercan- 
tilism—a failure of the investment-led 
modernization strategy itself. 

This picture seems to be in partial 
contradiction to what was said earlier 
on the properties of the third industrial 
revolution. New production technol- 
ogies reestablish comparative—better: 
competitive—advantage to the rich coun- 
tries. Labor costs become less relevant, 
but they do not become wholly irrele- 
vant, except for wholly automated pro- 
duction, as in fibers. At that stage the 
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employment problem is replaced by a 
pure distributional issue. In practice, 
manual labor remains important even in 
rapidly automating industries like auto- 
mobiles. And even if wage costs ceased 
to matter, the European worker would 
retain a nuisance value that can be 
avoided by relocating to a trade-union- 
free environment; compare a.similar 
north-south movement within the United 
States. 

On a world level, the sonsiciivion 
outlined is severely deflationary in aggre- 
gate terms and prone to disequilibrium 
in structural terms. The structural effect 
derives from the global trend to subsi- 
dize industrial capital, leading to (1) 
overcapacity, that is, waste on a large 
scale; and (2) unemployment, since 
the artificially stimulated investment 
increases productivity without an offset- 
ting growth in total output, or demand— 
pace Say’s Law. 

The aggregate effect results from a 
universal attempt to keep production 
costs—wages, taxes—low, destroying 
final demand. We argued earlier that 
already implied in the design of present 
policies is a long lag between the profit- 
induced investment rise, and the even- 
tual, productivity-derived rise in final 
domestic consumption, such as wages 
and government expenditure. In theory 
at least, that lag may have to wait until 
such distant times as productivity wages 
are equalized worldwide and full em- 
ployment reached. The integration of 
world goods and capital markets implies 
the integration of world labor markets. 
Given the global labor surplus, the 
shadow price of labor is close to subsis- 
tence. Myriad market imperfections pre- 
vent, in reality, factor price equalization 
for labor. But the. pressure operates 
clearly, at the margin, in that direction, 
although quantity responses—-unemploy- 
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ment—-are being preferred to price 
responses—lower wages——at least in 
Europe. 

The renewed stress on industrial mod- 
errization has other, more subtle effects 
as regards public policy. In Europe, a 
comparatively large part of total invest- 
ment has traditionally gone to long- 
term infrastructure: public and private 
building, roads, schools, and parks. Ina 
mercantilist context, these investments 
are seen as frivolous unless they serve to 
lower industrial costs; investments in 
transport, telecommiunications, some 
forms of education, and so forth would 
be reviewed as frivolous. In general, 
hcwever, there is a shift in national 
resources toward the material end of the 
needs spectrum, and toward tradables in 
perticular. Deregulation, as already 
m2ntioned, is in-part a rollback of a 
century-old attempt to cope with nega- 
tive externalities of industrialization. 
While initially this may remove a lot of 
deadwood, the need for international 
competitiveness in the end implies har- 
monisation vers le bas. 


ARE THERE ALTERNATIVES? 


The first alternative to competitive 
deflation is competitive devaluation.. 
This can be a strategy for one country, 
but not for Western Europe as a whole, 
except vis-a-vis the United States and 
Japan. Devaluation is fairer than wage 
reduction as a means for reestablishing 
competitiveness, as the sheltered sector— 
dentists, bureaucrats—share the income 
loss. Those losses are, however, larger 
tian necessary to the extent that non- 
price-sensitive exports and imports are 
involved, causing an excessive loss in 
terms of trade. Moreover, the resistance 
to such a general income loss has proved 
inflationary, unless accompanied by 
ceflation. 
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Devaluation also fails to address the 
structural mercantilist objective, which, 
to repeat, is not competitiveness in the 
short term, but competitiveness gained 
by a shift of production toward the high- 
tech, high-value-added range of the spec- 
trum. Making traditional industries 
competitive through devaluation can 
thus not be part of the strategy. 

A second alternative is protectionism. 
This would raise profits for domestic 


industry, plus expectations of future. 


profits that could translate into invest- 
ment. The capital goods manufacturers 
would lose export markets, due to quan- 
tity effects and retaliation, but gain a 
more profitable and growing domestic 
market. Full-employment policies and 
growth would become feasible and im- 
ports would actually increase. The rapid 
and high-tech modernization of the tex- 
tile industries of the countries of the 
Organization for Economic Coopera- 
tion and Development illustrates the 
structural case if not the aggregate one. 

In addition to the familiar objections 
to this strategy, mercantilism adds a new 
one: world-class technological excellence 
cannot be reached unless firms are forced 
to compete in world markets. This prop- 
osition belongs not in the realm of 
classical economics, but in the realm of 
empirically testable industrial econom- 
ics. We know that competition as a spur 
toward efficiency and the adoption of 
best practice has an upper and a lower 


bound. The upper bound is represented 
by an equalization of profit rates that 
inhibits innovative investment, as has 
been described by Schumpeter. The 
lower bound is monopoly, although 
American studies of monopolies such as 
the Bell system have shown an above- 
average introduction of new technology. 
Japan’s protectionism can be maintained 
until a product reaches supercompet- 
itiveness, while in the domestic mar- 
ket competition is modulated pragmat- 
ically over the life cycle of a sector; 
Japan’s protectionism also inhibits blan- 
ket assertions. 

For Western Europe, continentwide 
free trade and a mixture of Japanese- 
style internal competition and external 
protectionism would seem to provide an 
answer, however unpleasant, to the twin 
dangers of deflation and loss of socio- 
economic autonomy posed by the pres- 
ent mercantilist constellation of the 
world economy. This would not involve 
anything remotely like autarky: with the 
extension and tightening of the Mul- 
tifibre Arrangement in the seventies, 
Europe’s imports and exports in textiles 
have grown substantially relative to the 
sixties. Rather, it would provide that 
margin for macroeconomic policy and 
profitable investment without which 
neither the unemployment nor the indus- 
trial modernization problem can be 
tackled. 
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ABSTRACT: Over the past thirty years, almost all developing countries 
have been suffering from severe underutilization of their rapidly growing 
work force, manifest in the first place in various forms of underemploy- 
ment rather than in open unemployment. Prospective trends in the 
working-age population suggest an even steeper increase in labor supply 
and respectively rising employment prob_ems for some time ahead. Policies 
promoting economic growth have proved insufficient to solve the prob- 
lems. New strategies are called for, aimed explicitly at mobilizing the 
ill-used labor potentials for developmental purposes. This article consists 
of three parts. The first one gives a general outline of the relationships 
between population, labor supply, and employment, while the second one 
deals with empirical trends and structural changes in labor supply in the 
second half of this century. Both analyses bring forth the arguments for 

‘comprehensive approaches to the emp_oyment problem, which are pre- 
sented in part three. 


Hilde Wander is a former staff member of the research department of the Kiel Institute of 
World Economics and is particularly concerned with population, labor force, and migration 
issues. She has also worked for the United Nations in several developing countries. Since her 
retirement, in 1980, she holds lectures in population economics at the University of Kiel. 
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MONG the many problems con- 

fronting the developing world, the 
persistent: shortage of productive em- 
ployment deserves particular attention. 
For demographic and sociceconomic 
reasons, large numbers of juveniles and 
formerly inactive women have been 
swelling the work force for many years 
and are expected to do so for some time 
to come. For most of the new entries, 
employment is not only a means of 
earning a living but also of acquiring 
useful skills. Moreover, steady improve- 
ment of skills is an important compo- 
nent of overall economic and social 
development. . 

The experience of the last thr 
decades has shown that even with high 
rates of economic performance, large 
segments of the work force in most 
developing countries have remained 
without the chance to gain a decent 
living. Obviously, the prospects for eco- 
nomic growth to meet the quantitative 
and the qualitative needs for employ- 
ment are gloomy under conditions of 
accelerating labor force growth. This 
task involves two conflicting objectives 
that do not spontaneously balance in a 
socially desirable way. Indeed, the recent 
pattern of capital formation and techno- 
logical advancement has often resulted 
in extensive labor surplus along with 
shortage of skills. New approaches to 
the employment problem are needed 
that take account of population trends 
and of the welfare of the so far disad- 
vantaged groups as part and parcel of 
general economic development. 

This article will first deal with the 
relationships between population, labor 
supply, and employment as arising in 
the course of demographic and eco- 
. nomic development. In this context, 
“demographic development” denotes the 
historical decline in birth and death 


rates—called demographic transition— 
and the resulting change in growth and 
structure of the population, while “eco- 
nomic development”—1in contrast to eco- 
nomic growth—-stands for successive 
structural change toward an integrated 
modern economy, dependent on inten- 
sive use of human and physical capital 
and serving all population groups. 


LINKAGES BETWEEN POPULATION, 
LABOR FORCE, AND 
EMPLOYMENT PATTERN 


Nobody doubts that population and 
labor force are closely connected.! Con- 
cerning employment, however, the links 
with population and labor supply seem 
less clear. To many experts employment 
is mainly governed by economic poten- 
tials and only indirectly affected by 
population and labor force trends. While 
this assertion holds true for the highly 
industrialized countries, it is not gener- 
ally applicable to the developing world. 


Population growth and 
employment in the 
traditional economy 


In all developing countries a major 
part of the work force is engaged in the 
traditional, or informal, sector of the 
economy comprising subsistence agricul- 
ture, traditional trades and crafts, and 
many sorts of personal services. Labor 
demand of this sector is often governed 
by social considerations rather than by 
strict cost-effectiveness calculations.” 


1. The labor force includes all persons who-—— 
in a given period—are employed or looking for a 
job. The terms “labor supply,” “labor potential,” 
and “work force” are used interchangeably. 

2. Hilde Wander, “Die Beziehungen zwischen 
Bevilkerungs- und Wirtschaftsentwicklung, dar- 
gestellt am Beispiel Indonesiens,” Kieler Studien, 
Forschungsberichte des Instituts für Weltwirtschaft 
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Many of these branches have proved 
most elastic in absorbing rising numbers 
of job seekers through a mechanism 
constantly fed by rapid growth of popu- 
lation and labor supply. Increasing pres- 
sure on the land has not only led to 
widespread underemployment? and pov- 
erty in the countryside, but also to 
intensive rural-urban migration. Many 
migrants to the big cities enter the 
informal sector for employment. Sup- 
ported by the simple demand for goods 
and services of an increasing number of 
poor people and by the growing supply of 
workers in. need of any kind of job, this 
sector has expanded largely by its own 
dynamics. Although many firms are 
working quite effectively, this self-feed- 
ing, demographically induced process 
has tended to depress productivity and 
to raise underemployment in even the 
most active urban places. This fact does 
not rule out the possibility for many 
individual migrants to enjoy better work- 
ing and living conditions than previously 
in their home villages. 

Conditions in the informal sector have 
not left employment in the modern part 
of the economy unaffected. Branches 
such as textile, leather, construction, 
and commerce often make use of the 
cheap and flexible supply of informal 
labor by direct hiring on a casual basis 
or by subcontracting production or mar- 
keting to small employers.‘ This sort of 


an der Universitit Kiel, ed. Prof. Dr. Drs. h.e. 
Erich Schneider, no. 70 (Tübingen: J.C.B. Mohr 
[Paul Siebeck], 1965), pp. 72-73, 144 ff. 

3. “Underemployment,” in contrast to open 
unemployment, means that persons—although 
employed—are confined to short-term, unstable, 
unproductive, or other unremunerative work. 

4, Alejandro Portes and Lauren Benton, 
“Industrial Development arid Labor Absorption: 
A Reinterpretation,” Population and Develop- 
ment Review, 10:589-611 (Dec. 1984). — 


cooperation, although profitable to 
modern firms, contributes to keeping 
regular employment low in the modern 
sector and to perpetuating poor working 
and income standards in the informal 
sector, thus hampering the most needed 
functional integration of the economy. 

The various links between popula- 
tion, labor supply, and employment 
work both ways. The shortage of remu- 
nerative income opportunities and the 
lack. of prospects to advance, which 
many informal workers experience, are 
among the factors that support high 
fertility and rapid population growth. In 
this way, population growth and under- 
employment tend to strengthen each 
other through a kind of vicious circle 
that is difficult to break. 


Demographic transition and 
employment prospects 


‘The linkages between population, 
labor supply, and employment tend to 
change with demographic and economic 
development. The individual developing 
countries have reached different stages 
in the process of birth and death decline; 
th2ir economies are therefore differently 
af-ected by population trends. 

It is not accidental that countries with 
st.ll-high levels of births and deaths 
generally suffer from economic back- 
wardness. High birth rates imply an age 
structure with relatively many children 
tc be supported by a respectively small 
work force potential. High mortality, on 
tke other hand, means that many chil- 
dren die before becoming economically 
p-oductive. Consequently, large parts of 
the resources spent on raising the young 
generation are lost and not paying divi- 
d2nds. Both conditions, high child bur- 
dən and wasteful investment in human 
capital, tend to hamper economic prog- 
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ress by impeding improvements in skills 
and in labor productivity. 

Arguments maintaining that it is 
cheap in poor societies to rais2 children 
rest on false judgment. It can be shown 
that, relative to available resources, a 
child in a poor country consumes as 
much as achild in arich country, on the 
average.° To put children to work at an 
early age, whichis still common in many 
developing countries, may help the indi- 
vidual family to make an excess:ve depen- 
dency burden bearable, but it cannot 
eliminate the fatal consequences on the 
formation of skills. 


In order to reduce the waste ofhuman . 


investment, mortality must fall. Favor- 
able effects can then accrue from the 
better chances to raise the physical and 
mental ability of the young generation 
and to accumulate more experience 
during a longer working life. True, these 
advantages are mainly latent ard depend 
on sufficient employment to have an 
effect. However, where there is high 
mortality, even these latent forces are 
missing. In fact, almost all developing 
countries with low mortality are also 
economically more advanced than those 
with high mortality. Yet, this advantage 
has not prevented severe underutiliza- 
tion of labor, unless fertility has also 
effectively decreased. 

A fall in mortality does not alter the 
age composition and the dependency 
burden to any marked extent. If fertility 
stays high, the potential advantages of 
low mortality in terms of smaller losses 
of human investment are largely com- 
pensated for by the larger number of 
children to be educated. Moreover, 


5. Hilde Wander, “What Does It Cost to 
Support the Young and the Old Generation?” in 
Economic Consequences of Population Change in 
Industrialized Countries, ed. Gunter Steinmann 
(Berlin: Springer Verlag, 1984), pp. 233-57. 


young people entering the labor force 
face greater difficulties in finding ade- 
quate employment, since fewer workers 
die during their working life than under 
conditions of high mortality. Hence, at 
high fertility, declining mortality implies 
greater unbalance between entries to 
and departures from the labor force. 
Fewer vacancies for a rising number of 
young people also means a waste of 
human investment, only at a later stage 
of life than occurs under conditions of 
high mortality. 

Such chronic unbalance between 
entries and departures is hard to defeat 
with economic measures alone. The 
amount of capital needed to create 
enough productive jobs for a rapidly 
growing number of beginners is bound 
to compete with the task of improving 
educational standards. Ever more re- 
sources must be spent per child if the 
quality of the young generation and, in 
turn, the work force is to be raised. Need- 
less to say, this task is easier to manage 
with low birth rates and smaller cohorts 
requiring education and employment. 


Shifts in underemployment 
in the course of development 


Underutilization of labor, which 
plagues all developing countries with 
high fertility, tends to assume different 
forms at different stages of develop- 
ment. Countries or areas at the begin- 
ning of development typically suffer 
from underemployment in agriculture 
in the form of low productivity and 
seasonal shortages of work. With an 
ongoing mortality decline and rising 
pressure on the land, underemployment 
tends to spread to urban places and to 
take such forms as short-term work, job 
instability, makeshift production, and - 
subnormal incomes. Finally, at low mor- 
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tality and more advanced economic per- 
formance, open unemployment tends to 
gain importance along with all sorts of 
visible and disguised underemployment, 
especially in the swelling metropolitan 
areas. Mismatch of supply and demand 
of skills, in consequence of inappro- 
priate educational systems and the lack 
of chances to acquire useful skills, is a 
prominent feature at- this stage of 
demographic transition and economic 
advancement. 

The tendency for underutilization of 
labor to alter its form rather than to 
slow down as long as fertility stays high 
explains how difficult it is to speed up 
economic development against the forces 
of an excessive dependency burden. 
None of the apparently more advanced 
countries with high birth and low death 
rates was able to master their employ- 
ment problems. Real improvements have 
only been achieved in countries with an 
effective birth decline and reductions in 
the relative burden of young dependents. 


Demographic numbers alone 
cannot explain the 
links with employment 


Clearly, a downturn in births and 
deaths is not enough to improve employ- 
ment, but it leads to demographic condi- 
tions that give appropriate policies a 
better chance to succeed. Taiwan is a 
good example of how demographic and 
economic development can be brought 
into harmony through well-designed 
socioeconomic strategies aimed at im- 
proving productivity and employment 
in all sectors of, the economy. Where 


6. Paul K.C. Liu, “Toward a Closer Integra- 
tion of Population in Development Policies in 
Taiwan,” Industry in Free China. 56(2):9-28 (Aug. 
1981). 


such farsighted policies are lacking, even 
favorable demographic conditions can 
do little to support economic develop- 
ment. The countries of temperate South 
America are typical examples. It goes 
without saying that it is easier with 
abindant than with short capital to 
absorb a growing population at rising 
living standards. But even so, without 
effective fertility decline and concomi- 
tant change in social outlook, it is 
problematic to introduce modern lines 
of production and employment into a 
society favoring traditional ways of life. 
The oil-rich countries in the Middle 
East, especially Iran, are cases in point. 

The linkages between population, 


labor force, and employment in devel- 


oping countries are therefore not ex- 
plained just by numerical issues. Age 
structures, level of skill, as well as pre- 
veiling attitudes and aspirations of the 
population come into play. The several 
ceusal factors must be taken into account 
when evaluating empirical trends in pop- 
ulation and labor supply, the more so as 
the conventional definitions and con- 
cepts that underlie the respective sta- 
tistics are not well suited to the employ- 
ment conditions in developing countries. 


TRENDS IN POPULATION AND LABOR 
SUPPLY, 1950-2000 


The following analysis is based on 
estimates and projections by the Interna- 
tional Labor Office.” The estimates for 
1950-70 are derived from census returns 
and surveys; the data for 1980-2000 rely 
cn population projections assessed in 
1973 by the United Nations.’ Since then 
the United Nations data have been re- 


7. International Labor Office, Labour Force 
Estimates and Projections, 1950-2000 (Geneva: 
International Labor Office, 1977), vols. 1-6. 

8. For techniques, see ibid., vol. 6. 
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peatedly revised by taking into account 
more recent knowledge on birth and 
death trends. Nevertheless, use of the 
earlier assessment has not invalidated 
the labor force projections to eny major 
extent. Recent declines in birth rates will 
not much affect the work force during 
this century. Moreover, overestimates 
of births were often compensated for by 
underestimates of deaths, thus leaving 
total population largely unaf=ected by 
the revisions. 

In this article, developing countries? 
have been subdivided into three main 
groups in order to allow for scme obvi- 
ous differences in economic attainment 
and natural resources. The first group 
covers all countries that, in 1930, had a 
per capita income below $500. This 
group includes China and India, which 
are shown separately in Tables | and 2. 
The second group covers all other devel- 
oping countries, except for the most 
important oil exporters, which form 
group three. 


Major employment problems 
are still to come 


Table 1 shows that population and 
labor force have expanded rapidly since 
1950 and will continue the upward trend 
for the rest of the century. Between 1980 
and 2000, 653 million persons are pro- 
jected to add to the work force; this sum 
is 119 million more than over the pre- 
ceding thirty years. As explained before, 
labor supply will likely grow most in the 
low-mortality countries, which are pre- 
dominantly to be found in the two 
better-off groups. In these groups a 70 


9. Developing countries include Asia south of 
the USSR, except Japan and Israel; Africa except 
South Africa; Latin America except Argentina, 
Chile, and Uruguay. Polynesia and Micronesia 
are disregarded because of small size. 


percent increase is foreseen between 
1980 and 2000, as against 30 percent in 
China, 55 percent in India, and 63 
percent in the other poor countries, on 
the average. This suggests that even in 
the richer countries the major employ- 
ment problems may still lie ahead, in 
spite of a recent fertility decline in 
several of them. 

In 1980, almost 60 percent of the 
Third World’s work force was still en- 
gaged in agriculture, but there were, of 
course, marked regional differences, 
ranging from over 70 percent in the group 
of low-income countries, excluding China 
and India, to somewhat above 40 percent 
in the other two groups. Although this 
share has much declined since 1950, the 
volume of agricultural workers has con- 
tinued to grow. For example, in the 
poor countries other than China, agri- 
culture still had to accommodate, in the 
years 1970-80, half of the group’s total 
work force gains, and that in spite of 
heavy out-migration. 

It is difficult to foresee how the even 
greater increase in labor supply to be 
expected for the rest of the century will 
distribute between agriculture and non- 
agriculture. Following recent experience, 
it is likely that in the poorer countries, 
except China, agriculture will continue 
to absorb major proportions of total 
labor force gains, while in China and in 
the other two country groups the agri- 
cultural work force will probably shrink, 
with the effect that all new workers plus 
those leaving agriculture will look for 
nonagricultural employment. 

The projections in Table 2 show net 
additions to the work force. They do not 
allow for already existing underemploy- 
ment and therefore fail to denote the 
real number of jobs needed to cut down 
underutilization of human resources 
effectively. The volume of underemploy- 
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TABLE 1 
POPULATION AND LABOR FORCE IN DEVELOPING COUNTRIES, 
1950-2000{In millions) 


tg nt Gg RE AAN PAP a a ON I renee 
n a errr mee re A TNA SN — NE ET NE SA RST SA aa 


Estimate Projection 

Country Group 1950 1970 1980 2000 
i NA EE a NE EE E E E EE ee 

Population (total) 1,630 2,498 3,156 4 832 

Labor force (total) 696 1,010 1,230 1,883 

Low-Income countries* 555 798 955 1,398 

China . 242 365 422 550 

india 160 218 , 266 411 

All others 152 216 _ 267 436 
Medium-income countries? 105 158 206 358. 

Main oil exporters 36 54 70 128 


A rH a HA EN Pr ANP a a 

SOURCE: ILO, Lebour Force Estimates and Projections, 1950-2000 (Geneva: International 
Labour Organisation, 1977}, vols. 1-3, passim. Copyright 1977, International Labour Organisation, 
Geneva. 

NOTE: The countries Included are: Asia south of the USSR, except Japan and Israel; Africa 
except South Africa; Latin America except Argentina, Chile, and Uruguay. Polynesia and Micro- 
nesia are disregarded because of small size. 

*Countries with per capita income below $500 in 1980. 

tT Countries with per capita income of $500 or more in 1980, except for the rich oil countries. 


TABLE 2 
AGRICULTURAL AND NONAGRICULTURAL WORK FORCE IN THE THIRD WORLD, 
1880 COMPARED WITH 1860 AND 2000 (In millions) 





Agriculture Nonagriculture 
Change between . Change between 
1980 and 1980 and 

Country Group 1980" 1950 20007 1980* 1950 20007 
Low-income countries l 6143 — 155 57 342 245 386 
China: 251 45 44 171 135 172 
india TIS: 47 37 93. 58 108 
All others 189 63 64 78 . 52 106° 
Medium-income countries 90 18 —15 116 83 167 
Main oil exporters ' 30 5 —4 40 29 62 
Total l l 733 179 37 498 357 615 


*Estimates are based on ILO, Labour Force Estimates and Projections, 1950-2000, vols. 1-3 
(Copyright 1977, International Labour Organisation, Geneva); World Bank, World Development 
Raport 1984 (New York: Oxford University Press, 1984), tab. 21; International Labor Office, 
Year Book of Labour Statistics (Geneva: International Labor Office, 1983), pp. 38 ff. 

TProjections are based on the assumption that the share of agriculture in the total labor force 


will in each country continue to decline along a curva following the actua! downtrend between 
1950 and 1980. 


ment is hard to measure, but there is total work force in the Third World.!° 
general agreement that it includes sev- ` AJl this suggests that the progressive 
eral hundred million workers, equal to 10. M.J.D. Hopkins, “A Global Forecast of 
about one-fourth to two-fifths of the Absolute Poverty and Employment,” Interna- 
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shift of workers from agricultural to 
nonagricultural activities, wh:ch is usu- 
ally taken as a sign of favorable eco- 
nomic change, may just indicate, under 
conditions of excessive labor force 
growth, a redistribution rather than 
an alleviation of existing employment 
problems. 


Rising unbalance between labor 
force entries and departures 


To provide the young generation with 
adequate jobs is a major task in all 
developing countries. As mentioned be- 
fore, with declining mortality and per- 
sistently high fertility, the discrepancy 
between new entries to and departures 
from the work force is due to rise. 
Calculations carried out by the Interna- 
tional Labor Office in 1974 give some 
idea of the size of this unbalance. Part A 
of Table 3 shows that the ratio of new 
entries to departures by death, which 
was about 3.4:1 in 1970 in tae devel- 
oping countries, on the average, may go 
up to 5.5:1 in the year 2000. True, these 
estimates, which rely on some obsolete 
population projections, may not be fully 
in line with actual and prospective 
trends, but the general impact of falling 
mortality and retarded birth decline 
becomes nevertheless clear. East Asia, 
which experienced a similar downtrend 
in deaths to that of Latin America, but 
an earlier fall in births, shows typically 
smaller discrepancies between entries 
and departures by death. According to 
part B of the table, this advantage even 
persists when all departures from the 
labor force are taken into account. With 
ongoing economic and social develop- 
ment, voluntary retirements tend to 
compensate increasingly for fewer de- 


tional Labour Review, 119:565-77 (1980). 


partures by death, but demographic 
trends still remain basic for the level 
of entry-departure unbalance as well as 
for respective historical and regional 
differences. 

Moreover, the jobs left by the retiring 
workers are not always open to the new 
entries. Many of the older workers who 
were self-employed or unpaid family 
workers may withdraw from the labor 
force because their activities are no 
longer demanded; others may give up 
jobs for which young beginners are not 
yet qualified. Young workers need, in 
particular, employment as wage and 
salary earners in enterprises where they 
can acquire useful skills. This fact implies 
a further squeeze in job opportunities 
for the young generation and stresses 
the need for effective change in employ- 
ment structure by status. 

Such change depends on comprehen- 
sive economic development, in the course 
of which the share of self-employed 
persons tends to decline in favor of 
rising proportions of wage and salary 
earners with constant increases in com- 
petence and labor productivity. The 
skills required in a structurally changing 
economy are no longer limited to special 
crafts, but include much broader quali- 
ties. Apart from appropriate working 
behavicr and sufficient understanding 
of modern working conditions, adequate 
technical, managerial, and organiza- 
tional proficiency is needed for all 
medium and higher grades of the occu- 
pational pyramid. Due to rising pressure 
for income opportunities, such produc- 
tive change in status and proficiency is 
still missing in even the more advanced 
Latin American countries.!! The persis- 
tently high percentage of self-employed 


11. Portes and Benton, “Industrial Develop- 
ment and Labor Absorption,” p. 103. 
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TABLE 3 
ENTRY-DEPARTURE RATIOS FOR MALE LABOR FORCE 
IN DEVELOPING COUNTRIES, 1970-2000 


Region .1970 1980 1990 2000 
A. Entries per 100 departures due to death 
East Asia except Japan 326 369 398 435 
South Asia 351 452 523 592 
Africa l . 336 368 438 516 
Latin America* and Oceaniat 464 560 670 783 
Total 343 420. 483 550 
B. Entries per 100 departures for any reason 
East Asia except Japan 214 213 191 178 
South Asia 260 304 302 310 
Africa 242 279 299 323 
Latin America* and Oceania? 306 330 329 369 
Total 241 268 267 273 


SOURCE: “Labour Force and World Population Growth,” Bulletin of Labour Statistics, special 
ed. (1974), pp. 75 ff. Copyright 1974, International Labour Organisetion, Geneva. 


*Except Argentina, Chile, and Uruguay. 


tPolynesia, Micronesia, and Malanesia are included. Excluded are Australia and New Zealand, 


which are developed countries. 


persons indicates clearly that many of 
them are workers on their own account 
in the informal sector. 


ARGUMENTS FOR A COMPREHENSIVE 
APPROACH TO THE 
EMPLOYMENT PROBLEM 


The previous discussion has shown 
that the links between population, labor 
supply, and employment work through 
all facets of socioeconomic development 
as well as through individual behavior. 
A proper approach to the employment 
problem should, therefore, take into 
account the needs of society as well as of 
the people, which are often conflicting. 
Economic development and expansion 
of productive employment on the macro 
level of society depend very much on 
responsible cooperation by the popu- 
lation with respect to consumption, 
savings, working habits, and acquisition 
of skills. Behavior, however, is largely 


subject to values, norms, and physical 
conditions that govern individual life. 
Consequently, desirable change in be- 
havior presupposes that individual and 
social interests be brought into har- 
mony; that opportunities opened by 
ezonomic development reach the people 
in their immediate sphere of life and 
affer them realistic chances for personal 
advancement. Generative behavior is 
motivated by the same set of values, 
attitudes, and aspirations that guide 
social and economic actions of the indi- 
\idual and are, therefore, likely to 
respond favorably to improvements in 
personal welfare. 


Jpgrading of the informal sector 


These interdependencies between indi- 
vidual well-being and overall develop- 
ment provide a strong argument for 
ziving more attention to the informal 
sector, the more so as the modern sec- 
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tors in the developing countries are still 
too small to offer sufficient employment 
and training to the young generation. In 
spite of low productivity, the informal 
economy in the urban and rural areas 
holds a great deal of potential, such as 
initiative, enterprising spirit, and vari- 
ous skills that can be mobilized for 
development purposes. Apart from mea- 
sures alleviating access to capital, raw 
material, and markets, special advice is 
needed for more efficient use of capital 
and labor, for raising production and 
marketing standards, and for improving 
managerial skills. 

As mentioned in another context, the 
informal sector largely meets the con- 
sumption needs of the population. Up- 
grading this sector depends, therefore, 
very much on rising purchasing power 
among these particular strata. Of course, 
more purchasing power. requires more 
stable employment, but the connection 


works both ways. Higher consumption | 


does not necessarily retard capital for- 
mation and economic advancement, as 
assumed in neoclassical theory. On the 
contrary, in many poor countries, im- 
provement in health through better food 
and housing is basic for raising labor 
productivity. Moreover, the chance to 
buy more than mere necessities and 
acquire such goods and services that 
give pleasure and status may provide a 
strong incentive to the individual to save 
and to spend on education and iraining. 
Such behavior tends to support eco- 
nomic development along with personal 
advancement. 

Not the struggle for mere survival, 
but realistic prospects for a better life 
are apt to release productive impulses. 
Higher consumption standards imply 
wider markets, more skill-intensive pro- 
duction, and more remunerative employ- 
ment and—what is equally important— 


provide an inducement to limit births. 
Without effective birth decline, espe- 
cially among the poor majority, there 
will be no real solution to the employ- 
ment problem. Examples for such a 
comprehensive approach to economic 
development utilizing the potentials of 
all population groups are to be found in 
East Asia.}2 . 

Upgrading of the traditional sector 
means a direct attack on underemploy- 
ment, mobilization of unused resources, 
and promotion of economic integration. 
It-has the advantage of immediately 
reaching large groups of so far under- 
privileged people in their capacity as 
workers and consumers, and it implies 
the chance of developing useful skills 
and working habits, of directing small 
savings into productive channels, and of 
stimulating enterprising spirits. 

Although the need for employment 
and training may be most pressing in the 
big cities, the fact that urban and rural 
problems are closely related calls for 
simultaneous improvements in all areas. 
In fact, rising productivity in traditional 
agriculture and more remunerative non- 
agricultural jobs in the countryside are 
basic to solving urban employment prob- 
lems. They can assist to check city-ward 
migration and to unburden urban labor 
markets. Rising demand for industrial 
products in consequence of higher 
income in agriculture is a prerequisite 
for more intensive exchange of goods, 
raw material, and capital between rural 
and urban areas and thus a necessity for 
economic integration. 


12. Deborah S. Freedman, “Consumption 
Aspiration as Economic Incentives in a Devel- 
oping Country: Taiwan,” in Human Behaviour in 
Economic Affairs, ed. Burkhard Strumpel, James 
N. Morgan, and Ernest Zahn (Amsterdam, New 
York: Elsevier, 1972), pp. 229-60. 
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Need for communal development 


There remains the question of how 


these far-reaching aspects can be ob- 
served in practical policy, in view of the 
large and growing labor supply. There 
is, of course, no general answer, since 
national conditions and potentials play 
a decisive role. The manifold direct and 
indirect links between population, labor 
force, and employment nevertheless 
make one point clear: the problems of 
underemployment in the developing 
world cannot be managed by way of 
conventional central planning alone. The 
interrelationships between the macro 
and micro levels of society call for 
delegation of part of the planning activi- 
ties, down to the lowest administrative 
strata, that is, to villages, small towns, 
and appropriate subsections of larger 
urban communities. 

Experience shows that it is often 
more promising to let people define 
their own problems and look for ade- 
quate solutions than to employ centrally 
organized measures that are not directly 
geared to their specific need. Disre- 
garding the difficulties in promoting 
communal activities, the following view- 
points underline the general importance 
of decentralized development efforts. 


I. It is the local rather than the na- 
tional level where individual and social 
interests are immediately confronted and 
can best be reconciled. It is on this level 
that social pressure arises and can assist 
to release and strengthen cooperative 


and progress-minded attitudes. 

z. On a communal basis, local initi- 
ative, skills, and savings can be used for 
productive purposes that meet the needs 
of zhe people. Such activities are also 
bes: suited to make the population under- 
stand existing possibilities for social and 
economic improvements and to keep 
aspirations within realistic limits. 

3. It is within individual communities 
that the potential advantages of fewer 
children first have an effect. Small in- 
creases in purchasing power and rises in 
consumption accruing from lower depen- 
dency burden will especially benefit local 
craftsmen and traders. 

4. Local self-help activities can be 
entployed particularly to improve social 
and economic infrastructure in the com- 
munities. Those activities are generally 
labor intensive and therefore suitable to 
reduce underemployment. Carried out 
with local resources, they can help to 
save national funds for projects depen- 
dent on higher inputs of capital and 
qualified labor. Moreover, such costly 
projects promise greater success when 
thy are placed in communities actively 
striving for higher welfare. 

5. Communal activities have the ten- 
dency to spread if they are well planned 
ard kept in line with overall social and 
economic goals. They are, therefore, no 
aliernative to national policies, but a 
necessary part of comprehensive efforts 
ta make better use of available labor 
resources and to promote social and 
economic progress. 
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Unemployment and the 
Recomposition of Labor Reserves 


By GUY STANDING 


ABSTRACT: To understand unemployment in less developed countries, 
five forms of labor reserves should be distinguished: latent—not job- 
seeking but potentially available for the work force; stagnant—social 
dropouts; floating—moving in and out of the work force; active—job 
seekers; and employed—stop-gap reserves of enterprises. In the course of 
economic evolution people shift from one category to others. This 
continuous recomposition is heavily influenced by the economic strategies 
pursued. Entrenched landlordism and agro-export production end up 
bringing about an unintended increase in the active and stagnant labor 
reserve, which destabilizes the political order. Neopopulist autonomy slows 
down the recomposition process without stopping it. Import-substituting 
industrialization accelerates the formation of an active reserve without 
prospects of absorbing it. Export-led industrialization could provide such 
prospects but is feasible only for a few countries. While future perspectives 
for employment in less developed countries thus appear very bleak, the 
World Bank implies that most observed unemployment is voluntary. The 
underlying assumptions of this view are highly questionable because they 
neglect the social anatomy of the labor reserve and rely instead on abstract 
economic concepts. 
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Development; Labour Circulation and the Labour Process; and Unemployment and Labour 
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N sheer numbers there are more peo- 

ple unemployed in the mid-1980s 
than at any other time in human history. 
But according to what could be called 
the World Bank view, expressed in 
various publications by the World 
Bank’s staff members and associates, 
labor markets in low-income countries 
are operating “efficiently,” while unem- 
ployment is “not a major problem” 
there.! It is also claimed that unemploy- 
ment does not represent a serious welfare 
problem, that involuntary unemploy- 
ment is unlikely because of “informal” 
labor markets and flexible working prac- 
tices,? and that open unemployment is 
predominantly voluntary. This article 
explores the logic of this view after first 
presenting an alternative analytical per- 
spective that focuses on actual social 
relations of production, which the con- 
ventional labor market view so con- 
spicuously ignores. A basic difficulty 
with the World Bank view is the essen- 
tially dualistic labor market model that 
is used to reach conclusions—along with 
a somewhat selective use of data—which 
misrepresents the nature of the labor 
process in the development context. 


OF LABOR RESERVES 


There are various ways of concep- 
tualizing surplus labor. The focus on 
unemployment has been criticized for 
being inappropriate, particularly but 
not only for low-income countries, or 
only partially relevant, and much effort 


1. See, forexample, Lyn Squire, Employment 
Policy in Developing Countries: A Survey of 
Issues and Evidence (Washington, DC: Oxford 
University Press for the World Bank, 1981), p. 67. 

2. Alan T. Udall and Stuart Sinclair, “The 
“Luxury Unemployment’ Hypothesis: A Review of 
Recent Evidence,” World Development, 10:1 (Jan. 
1982). 


has been devoted to visible and invisible 
underemployment or wider measures of 
labor underutilization. In considering 
unemployment per se, behavioral dis-. 
tinctions have been made between invol- 
untary and voluntary unemployment, 
causal distinctions have been made be- 
tween Keynesian and classical or between 
frictional, demand-deficient, structural, 
and technological unemployment, and 
functional distinctions have been made 
between natural and other unemploy- 
ment. In industrialized, wage-based econ- 
omies such classifications have their 
value, but they are less appropriate 
for economies undergoing transition be- 
tween forms of production, where social 
relations of production change so dra- 
matically. To give an example, one 
would scarcely expect to find much 
unemployment in a slave-based econ- 
omy, whereas one would expect a great 
deal in one where casual wage labor was 
the main form of employment. It would 
not make a lot of sense to say the labor 
market of the former was relatively 
efficient because unemployment was 
lower. 

An alternative perspective is to con- 
sider surplus labor in terms of five forms 
of labor reserve.3 To do so should help 
to show why one expects unemployment 
to have been growing in many parts of 
the world. The first form is the one that 
is predominant in primitive-communal 
and quasi-feudal, agrarian-based soci- 
eties. This can be be described as the 
latent reserve, which itself consists of 
three parts, all of which would provide 
labor if opportunities and needs emerged. 
There are those largely outside the labor 
force as conventionally defined, such as 


3. Marx outlined a threefold classification of 
the surplus population—floating, latent, and stag- 
nant—plus “paupers.” Karl Marx, Capital (New 
York: International Publishers, 1967), 1: 640-45. 
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those children and youths who are nei- 
ther regularly in school nor in work, 
plus housewives and prematurely inac- 
tive older workers relying or. transfers 
from relatives or others in the commu- 
nity. And there are the predominantly 
rural underemployed, ready to migrate 
to centers of industrial growth. This 
second group encompasses many who 
are visibly underemployed, who belong 
to kin-centered productive units, in which 
work, risk, and income are shared. In 
peasant-communal societies the latent 
labor reserve.is preserved by social lev- 
eling mechanisms that inhibit mdividual 
agegrandizement. These mechanisms in- 
clude structured reciprocities, rituals, 
and forms of communal redistribution, 
all of which restrict overall labor sup- 
ply.4 Finally, the latent reszrve also 
includes those belonging to residual 
modes of production—tribal cultivators, 
nomads, and shifting cultivators, who 
typically survive through shor: working 
days, weeks, or years or who concen- 
trate productive activities in seasonal 
bursts of work. 

If the latent reserve is not “efficiently” 
employed in any meaningful sense of the 
word, that is even more so with the 
second form of surplus population, the 
stagnant labor reserve. This consists of 
social victims only. marginally in the 
labor force, in reality if not statistically. 
Included are those who have been so 
long out of work that their productive 
capacities have been dissipated, so that 
they become almost unemployable in a 
short-term sense. Included as.well are 
those who have drifted out of unemploy- 
ment into crime, social illnesses or dis- 
abilities, prostitution, or other so-called 


4. Manning Nash, Primitive and Peasant 
Economic Systems (San: Francisco: Chandler, 
1966), p..35. They also inhibit. technical advance 
and class differentiation. 


illegitimate survival activities. The stag- 
nant surplus population is essentially a 
lumpen proletariat, which imposes a 
drag on the realization of surplus because 
of the need for substantial transfers— 
indirectly from all forms of income—to 
ensure their survival and quiescence. In 
some contexts much of what is euphe- 
mistically called the informal sector con- 
sists of a stagnant surplus population. 
But while it is not part of the readily 
available labor supply—and is thereby 
excluded from some definitions of unem- 
ployment—its existence may increase 
some forms of labor supply, notably 
from others fearful of joining its ranks. 

So the latent and stagnant surplus 
populations imply that the immediately 
available—or short-term—labor supply 
is less than the realistic potential—long- 
run—labor supply that could be mobi- 
lized for alternative development strat- 
egies, one group being partly outside the 
labor force, the other being part of the 
surplus: population but not likely to 
supply labor effectively, at least not in 
the short run. 

The third component is the floating | 
labor reserve. This consists of those who 
move in and out of the labor force 
depending on specific work opportuni- 
ties as well as the seasonally employed 
who face considerable unemployment 
and work only a small number of days a 
year. This form of surplus labor is 
critical for some forms of estate agricul- 
ture that rely on migrant laborers and 
for newly industrializing areas. In sum, 
the floating reserve consists of those 
intermittently in the labor market when 
and as needed—migratory laborers, 
labor circulants, those who do harvest 
work but who do non-labor-force work 
at other times of the year, and so on. 
In many countries in the colonial era, 
state policies created labor reserve areas, 
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allowing settler enterprises to draw on a 
floating reserve, thereby securing work- 
ers at less than the cost of reproducing 
labor power because wages were subsi- 
dized by domestic activities in ‘the 
reserves. This practice has continued 
where estate or plantation agriculture 
has been extensive, and in. the early 
phases of capitalist industrialization a 
floating reserve was vital, mobilizing 
labor power directly and acting as a 
disciplinary threat to workers in jobs. 
But for industrial capital such a labor 
force has drawbacks, It is essentially 
an unpredictable labor supply, requir- 
ing costly—surplus-reducing—labor con- 
trols or the loss of direct control through 
the need to resort to intermediaries; as a 
result, productivity is usually low and its 
growth restricted, with labor turnover 
and absenteeism reducing efficiency. 
The fourth component is the active 
labor reserve, which is the part identi- 
fied by conventional unemployment 
data. It comprises the job-seeking unem- 
ployed, though by no means all of those 
are covered by official statistics. The 
openly unemployed consist mainly of 
youths seeking entry into the employed 
labor force, as well as rural-urban mi- 
grants or those they displace, disadvan- 
taged groups such as ethnic minorities, 
and the educated unemployed whose 
pre-labor-market schooling has left them 
ill-equipped for whatever jobs are avail- 
able. Both the active and floating com- 
ponents are likely to be underestimated 
in censuses and surveys, particularly 
when short reference periods such as 
“the past week” are used to define active 
job seeking or when unemployment is 
narrowly defined both as being without 
any work and as being registered at an 
employment exchange. Similarly, both 
the floating and active labor reserves are 
functional in the process of proletari- 


anization, that is; in the stage of devel- 
opment in which a disciplined, surplus- 
generating wage labor force is being 
created and molded. 

Also functional in that context is the 
fifth component, the employed labor 
reserve, those with attachment to a job 
but with rarely much work or income. It 
includes bonded and some attached 
laborers, whose freedom to sell their 
labor power is heavily restricted even 
when not working. In general, an em- 
ployed labor reserve complements the 
use of a floating reserve. Thus in many 
industrializing economies an employed 
reserve is used to compensate for the 
semiproletarianized or erratic character 
of wage labor supply, which is due to 
sickness, onerous or unfamiliar working 
conditions, low-—efficiency—wages, con- 
flicting claims on work time, or the lack 
of labor commitment, all of which are 
associated with ‘high absenteeism and 
labor turnover. In such circumstances, 


‘employers commonly retain a pool of 


surplus workers, paid only for work 
they are occasionally required to do as 
stop-gap labor. An example is the use of 
badli labor in the Bombay textile indus- 
try, which one study estimated as com- 
prising 20 percent of the work force. In 
general, this fifth component of the 
labor reserve has received little attention 
in the development literature, but it 
deserves to be taken into account for its 
welfare implications and for its role in 
increasing overall labor supply, directly 
in. mobilizing extra labor power and 
indirectly through inducing greater labor 
supply from more regular workers 
threatened by possible displacement. 
All five components of the labor 
reserve exist in all productive systems, 
but their relative extent as well as the 
absolute size of the total depend on the 
type of productive structure, the pre- 
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vailing social relations of production, 
the development strategy being pursued, 
and the state policies accompanying it. 
As suggested in the next section, there 
are reasons to suppose that the ten- 
dencies in both the national and interna- 
tional economies are increasing the rela- 
tive weight of the active part, thereby 
increasing the size of the stagnant sur- 
plus population as well. 


DEVELOPMENT STRATEGIES AND THE 
COMPOSITION OF THE LABOR FORCE 


Whether one accepts some variant of 
dependency theory or some perception 
of the old colonial international division 
of labor, one cannot hope to understand 
the dynamics of the labor process unless 
one starts from a consideration of the 
underlying social relations of produc- 
tion. In recent years the international 
division of labor has been changing in 
ways that have undermined precapital- 
ist productive relations in many parts of 
the world and have resulted in wide- 
spread but not universal proletarianiza- 
tion. This has increased the likelihood of 
enlarged active labor reserves. 

Linked to the changing technology 
and international redivision of labor, 
more flexible labor systems have emerged 
in both industrializing and industrialized 
economies, the latter often responding 
to pressures emanating from the former. 
This flexibility—for example, use of 
casual labor, indirect labor, and subcon- 
tracting—has limited actual and neces- 
sary proletarianization in industrializing 
economies. And it has contributed to 
deproletarianization in industrialized 
economies, in many of which there have 
been growing active and stagnant sur- 
plus populations—represented in part by 
high total unemployment and an unprec- 
edented growth of long-term unem- 


ployment—along with a shift toward 
casual labor, part-time working, labor 
subcontracting, and related forms of 
self-employment. 

The following only presents a skele- 
ton of a framework for understanding 
the dynamics of the labor reserve in low- 
income and industrializing societies. But 
even so, it is hoped that implicitly it will 
indicate the shortcomings of any simple 
labor market analysis. 

In the colonial era, the international 
division of labor meant that except for 
urban enclaves the current low-income 
economies were kept as mainly agrarian. 
The predominant relations of produc- 
tion were either quasi-feudal or primi- 
tive-communal, the labor reserve in both 
cases being essentially latent, with some 
floating elements where plantations, 
estates, or mines needed a seasonal or 
fluctuating labor supply. Later, popu- 
lation growth, land consolidation, the 
closing of land frontiers, stress migration, 
and other developments generated active 
and stagnant surplus populations mainly 
around urban areas, but until fairly 
recently that was a fringe phenomenon. 

However, in the postcolonial era one 
can distinguish five main development 
strategies that have been followed. They 
are, of course, ideal types, but they 
capture the broad tendencies. All but 
the first represent attempts to alter the 
international division of labor and have 
involved transformations of the social 
relations of production. As such, they 
each have distinctive implications for 
the level and composition of the labor 
reserve. 

The first is what can be called en- 
trenched landlordism. This occurs in 
mainly rural societies where govern- 
ments attempt to preserve a quasi-feudal 
structure, consisting of landlords and 
estates controlling most of the land and 
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other means of production, forcing the 
peasantry to combine small-scale subsis- 
tence production with labor for the 
estates. This setup—characteristic of 


much of Central America, for instance— ` 


implies chronic underemployment, the 
preservation of a rural latent reserve, 
and checks on population mobility. 
Landlords and their representatives have 
restricted urban industrial growth, but 
with land consolidation and popula- 
tion growth, a rural floating labor re- 
serve has emerged; and as that has not 
been absorbed in industrial expansion, 
active and stagnant labor reserves have 
tended to follow. As that has contrib- 
uted to mass revolt and in turn to more 
severe authoritarian policies, landlord- 
ism scarcely represents a viable devel- 
opment option for very long. 

The second strategy is agro-export 
production, often stemming from land- 
lordism, a shift to agro-exports reflecting 
the limited scope for industrialization. 
But whereas landlordism has tried to 
preserve an impoverished peasantry, this 
involves a move to: wage-based labor, 
whether the shift to agro-exports occurs 
in peasant-communal or in landlord- 
dominated economies. In the latter case, 
peasants have been squeezed off the 
land, often being turned into a landless 
or near-landless floating reserve, some- 
times located in urban areas, as with the 
boias-frias in Brazil. In peasant-com- 
munal economies, a shift from food 
crops to export crops has been associ- 
ated with smallholder differentiation, 
with poor peasants being turned into 
wage laborers and thus converted from 
latent into floating and active reserves. 
In both cases there is usually consid- 
erable stress migration that augments an 
active urban labor reserve and under- 
mines nonwage relations of production, 


wage labor. The agro-export strategy 
implies a disintegration of peasant pro- 
ductive units, and the village commu- 
nities on which they are based, which in 
turn enlarges and reconstructs the sur- 
plus population. Members of rural fam- 
ilies—notably children, the elderly, and 
many women—are pushed into the latent 
reserve, while youths migrate to join the 
urban unemployed or take jobs in place 
of urban youths. To the extent that 
industrial growth is checked by the 
landiord-dominated government, a stag- 
nant surplus population grows with 
many eking out survival in the nebulous 
informal sector. 

Whereas entrenched landlordism relies 
primarily on the peasants’ dependent 
insecurity to generate and control labor 
supply, agro-export production relies 
more on the lack of access to means of 
production. Agro-export production 
depends on active and floating labor 
reserves, whereas landlordism depends 
more on preserving a latent reserve. But 
both tend to generate growing active and 
stagnant surplus populations, scarcely 
placated by government policies in the 
absence of a flourishing industrial sector. 
‘. The third development strategy, also 
rural oriented, ostensibly dispenses with 
such motivational factors as insecurity 
and the denial of means of production. 
It is best described as neopopulist auton- 
omy, being an attempt to break from the 
international division of labor and secure 
accumulation through communal pro- 
duction and distribution. Examples of 
this strategy, tosome extent at least, can 
be found in Tanzania, Guyana, -and 
Cuba. A feature is a bureaucratization 
of production, with state-organized redis- 
tribution of surplus limiting income and 
class differentiation. Such systems have 


run into a motivational crisis, a limited 
labor supply leading to limited accumu. ~ 
i ' ca N, res 


\ > 


because of the availability of low-cost 
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lation, and the growth of a large latent 
reserve mainly in rural underemploy- 
ment, as well as a growing active reserve 
as people flock to urban areas, partly 
due to the absence of consumer goods in 
rural communities. So some of the symp- 
toms of a surplus population in other 
aprarian structures emerge, even though 
populist anti-urban bias slows the growth 
of an active labor reserve. 

The fourth strategy is import-substi- 
tution industrialization, of which there 
are several variants. It relies on the 
mobilization of an industrial labor sup- 
ply through the growth of urban active 
and floating labor reserves. The strategy 
has inherent limitations. Here ts not the 
place for an extended discussion, but we 
can say that they have fueled the growth 
of unemployment. One failing has been 
the low purchasing power of the emerg- 
ing working class, since wages have been 
held down, both as a condition for 
attracting multinational capital and as 
a reflection of the growing active and 
floating labor reserves. Another has 
been labor market segmentation, with 
foreign firms attracting the relatively 
educated and technically qualified, there- 
by limiting accumulation and incomes 
outside the modern import-substituting 
sector. At the same time, the vertically 
integrated nature of multinational enter- 
prises and the lack of an indigenous 
capital goods industry have limited the 
emergence of a male-dominated labor 
aristocracy of skilled crafts workers. 
‘Fhe jobs that accompany. this form of 
industrialization have been mostly pro- 
cess labor requiring little training and 
much discipline, given the work’s inten- 
sity and monotony. Such jobs have been 
geared to women, who are habituated to 
relative docility by generations of op- 
pression. The result is that a large part of 
the latent reserve is converted into active 


and employed labor reserves, while many 
men join the active component without 
access to industrial jobs. 

A criticism of the import-substitution 
strategy is that it is rarely based on the 
country’s comparative advantages, in- 
volving an adoption of inappropriate 
factor proportions that contributes to 
unemployment as well as a shift of 
surplus workers into the ubiquitous 
informal sector. | 

The fifth development strategy, lauded 
as overcoming the shortcomings of 
import substitution, is export-led indus- 
trialization. This has sometimes been 
based on a phase of accumulation 
through import substitution, as exem- 
plified by South Korea. In altering the 
international division of labor it has 
relied on low labor costs. To ensure a 
low-cost efficient labor supply, not only 
have wages been held down, but mea- 
sures, oiten coercive, have been used to 
limit the freedoms of workers and their 
bargaining power over working condi- 
tions. To be successful, one condition 
has been the initial creation of a large 
labor surplus, and- in particular active 
and floating reserves to provide a flex- 
ible labor supply and to act as a disci- 
plinary force. Subsequently, there has 
been less need for an active reserve 
because the state performs the regula- 
tory function directly. 

To the extent that export-led indus- 
trialization leads to labor absorption, 
the operation of an efficient labor market 
could be expected to drive wages up, 
which would slow the growth of exports 
and help less developed industrializing 
economies acquire a share of the inter- 
national market for such goods. How- 
ever, where export-led industrialization 
has really flourished, the labor market 
has been heavily circumvented by the 
state’s checking the incipient growth of - 
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labor’s bargaining power: Means of re- 
straint include suppressing trade unions, 
banning strikes, raising work intensity— 
through permitting long workweeks, for 
example—bypassing health and safety 
regulations, not providing unemploy- 
ment benefits or pension schemes, 
and so on. Many workers have been 
overemployed, being forced to work 50 
or 60 hours a week as a condition of 
employment.° 

Even more than with import substi- 
tution, export-led industrialization has 
been geared to the absorption of female 
labor. Typically, hundreds of thousands 
of teenaged women have been brought 
into the urban-industrial labor market— 
often as little more than bonded labor— 
to assemble imported components or to 
work on semiautomated production 
lines. In industrial export zones women 
typically account for three-quarters of 
all employment. In the absence of a 
system of craftsmanship, no male labor 
aristocracy of the proletariat has devel- 
oped, with the type of income and status 
associated with wives and children being 
outside the labor force. Indeed, the 
nature of the industrialization has meant 
a vast mobilization of labor supply, 
from women and children as well as 
men. 

In sum, where the strategy has had 
some success, employment expansion 
has drawn from active and floating 
labor reserves, mainly rural-urban mi- 
grants, a majority of whom have been 
women and from a latent reserve.con- 
sisting largely of women who would 


5. For example, in South Korea the average 
workweek in manufacturing in 1982 was 55.4 
hours for men and 56.3 for women, having 
actually increased over the previous decade. Inter- 
national Labour Office, Year Book of Labour 
Statistics (Geneva: International Labour Office, 
various editions). 


otherwise have remained outside. the 
wege labor force. As capital accumu- 
lation has progressed, open unemploy- 
ment has fallen, female labor force 
participation rates have risen, and in 
several countries a perceived labor short- 
age has arisen. :; 

Thus, of the five development strat- 
egies, export-led industrialization offers 
the best prospect for sustained labor 
atsorption. But it is doubtful whether 
more than a few countries could success- 
fully industrialize on that basis, if only 
because their share of world manufac- 
tured goods would have to rise so enor- 
neously that the industrialized countries 
would experience so much unemploy- 
ment that they would limit imports by 
protective responses. Yet without export- 
led industrialization the projected sce- 
nario for the growth of unemployment 
ir low-income countries must surely be 
p2ssimistic. 


THE WORLD BANK 
VIEW OF UNEMPLOYMENT 


Now let us turn to another perspec- 
tve altogether. It may seem strange to 
associate a particular view of the labor 
market with an institution, but it is 
jastified by the rigor devoted to this 
topic by economists in the World Bank 
and by those associated with it. In 
essence, the elements are that in most 
ceveloping countries the labor market 
cperates efficiently, that open unem- 
ployment is not high or worsening, that 
the welfare and resource costs are less 
than is implied by the unemployment 
that does exist, and that the unemploy- 
ment is predominantly voluntary. 

This view was presented in detail ina 
-984 article that stated, “There is no 
evidence of a general deterioration of 
Eabor market conditions as judged by 
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open unemployment.” The authors 
_ based that evaluation on a 1°80 paper 
that claimed, on the basis of partial data 
from a selective group of 14 countries, 
that the figures were “suggestive” of 
improvement.’ 

The evidence on unemplcyment is 
examined elsewhere and is rather con- 
siderable.? The remainder of this article 
concentrates on the logic and. assump- 
tions underlying the view tha: because 
unemployment in developing countries 
is mainly voluntary, it is not serious. 

Berry and Sabot dismissed “demand 
deficiency” as “the key to urban surplus 
labor in LDCs [less. develop2d coun- 
tries]” and asserted that “unemployment 
is a symptom of labour misallocation 
caused by the decisions of workers to 
forgo available low-income employment 
opportunities and queue for the limited 
higher-income positions available in a 
segmented labour market.” This dual- 
istic model was then used to deduce that 
the resource costs were less than where 
demand deficiency prevailed, because 
such costs should be measured by “the 
marginal product of labour in the sectors 
where the unemployed would work in 
the absence of segmentation.”!© That 
last claim is moot, but the real difficulty 
is that the dualism and segmen-ed labor 
supply are presumed, not demonstrated. 


6. Albert Berry and Richard H. Sabot, 
“Unemployment and Economic Development,” 
Economic Development and Cultural Change, 
33(1):109 (Oct. 1984). 

7. Peter Gregory, “An Assessment of Changes 
in Employment Conditions in Less Developed 
Countries,” Economic Development and Cultural 
Change, 22(4):697 (July 1980). 

8. Guy Standing, Unemployment. Underde- 
velopment and Labor Process (Geneva: Interna- 
tional Labour Office, forthcoming). 

9. Berry and Sabot, “Unemplowment and 
Economic Development,” p. 110. 

10. Ibid. 


It seems merely mean to point out that if 
segmentation is prevalent, one should 
scarcely refer to the labor market as 
efficient. In any case, Berry and Sabot 
concluded, “Where unemployment is 
due to segmentation, the unemployed 
worker is less a victim of circumstances 
than he is when unemployment is due to 
an aggregate imbalance between labour 
supply and demand.”!! 

Another widely read World Bank 
review argued that labor markets in 
developing countries operate “reason- 
ably effectively” in that they respond to 
“forces of supply and demand,” so that 
“attention should be directed to the 
factors determining labour demand and 
supply, rather than to the operation of 
the labor market itself.”!2 

In these and related articles acommon 
theme has been that the unemployment 
is voluntary. Because that assertion at- 
tributes responsibility for the unemploy- 
ment to the unemployed themselves it 
deserves careful scrutiny, for if it were 
the case the state could legitimately 
downgrade policies to stimulate aggre- 
gate demand and work opportunities. 
Seven elements have been identified as 
indicative of voluntary unemployment, 
though many of those asserting that 
such unemployment is extensive men- 
tion few or none of them. Six are 
behavioral characteristics attributed to 
groups of workers; the other involves 
mechanisms by which voluntary unem- 
ployment is supposedly encouraged. 
Given the potential implications of this 
perspective, it is appropriate to examine 
the reasoning in each case, the assump- 
tions involved, and by implication the 
type of data required to identify the 


ii. Ibid., p. 111. 
12. Squire, Employment Policy in Developing 
Countries, pp. 96-97. 
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extent and incidence of so-called volun- 
tary unemployment. 


Unrealistic wage aspirations 


Perhaps the main contention is that 
many workers are only willing to work 
for a wage or income above a level they 
could reasonably expect. This raises 
several conceptual ambiguities. 

The main difficulty is that of deter- 
mining the reasonableness of wage aspi- 
rations. Is a worker expected to take any 
job paying an average wage, even if his 
or her skill corresponds to that of 
workers whose average wages are above 
that level? Or is a worker expected to 
take any job yielding an income ade- 
quate to meet some subsistence stan- 
dard of living? There is by no means a 
consensus of opinion. 

A popular variant of the excessive- 
wage-aspirations thesis is one most often 
suggested by World Bank analysts. 
Widely applied in the context of urban 
labor markets in low-income countries, 
the argument goes somewhat as follows. 
A minority of the labor force works in 
what is variously termed the formal, 
protected, or primary sector, in which 
wages are institutionally, or socially, 
fixed above an overall equilibrium—or 
market-clearing—level. The majority are 
in the informal, unprotected, secondary, 
or free-entry sector, where incomes are 
much lower and where no barriers hinder 
entrants from doing the work available. 
Proponents of this view argue that those 
who do not enter the informal sector 
must be voluntarily unemployed. In this 
way they almost define away the unem- 
ployed by making any unemployment 
voluntary. As one World Bank report, 
based on an assumed dualism, baldly 
stated, 


The existence of free entry labour markets 
implies that observed unemployment must 
be of a voluntary nature. The idea behind 
this is that a worker increases the probability 
of ais obtaining a job in the protected sector 
by being unemployed and investing in search. 
Uremployment is part of a process of job 
seerch, where the costs are the present for- 
gone earnings in the free entry sector and the 
benefits are the present value of a higher 
probability of finding a job in the protected 
sector. i . 


This argument is built on several 
dubious assumptions. The first is that 
th2re is a large free-entry sector in which 
the unemployed could earn a subsis- 
tence income. Yet at the margin many 
intormal activities may yield an insig- 
nicicant net income, barely compensating 
for the risk, uncertainty, and effort cost 
of participation in such activities. More- 
over, many activities that promise a 
moderate income are highly stratified, 
w-th clear barriers to entry, and requiring 
skills, experience, and contacts that most 
of the unemployed could not be expected 
tc possess. For instance, petty produc- 
tion or trading often has highly struc- 
tured labor, input, and product markets, 
with considerable costs of entry and low 
entry-level incomes. 

Another assumption is that those 
who remain unemployed must be volun- 
térily idle, investing in prolonged job 
search. A problem here is that it cannot 
b2 presumed that an unemployed’s 
expected wage is a positive function of 
duration of unemployment. Prolonged 
unemployment induces demoralization, 
anomie, and a loss of energy, which in 


13. Sebastian Pifiera and Marcello Selowsky, 


-Cnemployment, Labour Market Segmentation, 


tae Opportunity Cost of Labour, and the Social 
Feturns to Education, World Bank Staff Working 
Faper no. 233 (Washington, DC: World Bank, 
1376), p. 7. 
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turn make many unemployable for a 
wide range of jobs. One review of youth 
unemployment in Sri Lanka observed, 
“The period of waiting for employment 
among these youths ranged from one 
year to five years and over.”!4 One 
wonders what they were doing for five 
years and what five years of waiting 
were doing to them. 

A further difficulty is that remark- 
ably few studies have tried ta ascertain 
the unemployed’s wage aspirations to 
determine whether they were excessive. 
Admittedly, the methodological difficul- 
ties are real. One method of assessing 
the unemployed’s wage aspirations was 
tried in two small surveys corducted in 
Kingston, Jamaica.'5 In this method, 
the unemployed’s aspirations were com- 
pared with wages paid in jobs similar to 
those they were seeking. The aspiration 
wage was calculated by asking the unem- 
ployed how many hours per week they 
were prepared to work and the income 
they would require for that number. A 
comparison was then made between the 
aspiration wage and the employed’s 
wages. The result suggested taat if any 
voluntary unemployment existed it was 
among those seeking unskilled jobs, not 
among those seeking clerical jobs. Even 
so, the mean aspiration wage of 56 
Jamaican cents an hour was by no 
means high; in 1974, when the surveys 
were conducted, many women in un- 
skilled jobs in larger firms in Kingston 
were receiving over twice that. '6 

14. S. Ranasinghe, “Unemployment and Job 
Expectations Among Our Youth (Sri Lanka),” 


Manpawer and Unemployment Research (Mon- 
treal), p. 26 (Apr. 1978). 

15. Guy Standing, Unemployment and Female 
Labour; A Study of Labour Supply ia Kingston, 
Jamaica (London: Macmillan, 1981). 

16. For further analysis of one of zhe surveys, 
see Guy Standing, “Aspiration Wages, Migration 
and Urban Unemployment,” Journal of Devel- 
opment Studies, 14(2):232-48 (Jan. 1978), 
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Unrealistic job aspirations 


A related characteristic supposed to 
indicate voluntary unemployment is that 
many job seekers are only looking for 
certain types of jobs. It is commonly 
argued that unemployment is voluntary 
if a job seeker is not looking for “suit- 
able” work, by which is usually meant a 
job corresponding to his or her skill 
level. This is perhaps the key aspect of 
recent neoclassical analysis.!7 But the 
voluntariness of unemployment should 
be judged only on actual refusal to take 
other types of available jobs, or at least a 
stated unwillingness to do so. It would 
surely be unwarranted to classify as 
voluntarily unemployed an unskilled 
worker who expressed a preference for 
skilled work if he were also seeking 
unskilled work, especially if he had no 
opportunity to decline work for which 
he was trained or suited. i 

Empirically, it is hard to devise an 
appropriate method to test whether many 
of the unemployed have unrealistic job 
aspirations. One commonly used method 
is to contrast the unemployed’s schooling 
with that of the employed. Thus one 
labor market review asserted, 


Higher unemployment rates among edu- 
cated than uneducated workers are found 
throughout the developing world. School- 
leavers are faced with the choice of “queuing” 
for a job in the preferred occupation or of 
accepting a less preferred (lower wage) job. 
For some workers expected income will be 
higher in unemployment than in relatively 
low wage employment.'® 


17. See, for example, Berry and Sabot, “Unem- 
ployment and Economic Development,” pp. 110-11. 

18. Albert Berry and Richard H. Sabot, 
“Labour Market Performance in Developing 
Countries: A Survey,” World Development, n. 86 
and p. 1219 (Nov.-Dec. 1978). See also Mark 
Blaug, Richard Layard, and S. Woodhall, The 
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The assumption that school-leavers 
have such a choice implies that not only 
are there less preferred or lower-paying 
jobs available but that the more edu- 
cated are able to displace the less edu- 
cated. Whatever their schooling, youths 
are often not regarded as substitutes for 
older workers, many of whom have 
higher productivity by virtue of on-the- 
job experience and training. Further- 
more, for such substitution to take place, 
labor turnover must be high; but evi- 
dence suggests that in low-income urban 
environments and everywhere in times 
of high unemployment, turnover among 
older workers is normally very low, 
except for jobs being lost altogether. !9 
In addition, employers may be reluctant 
to hire relatively educated workers to do 
routine, narrow jobs, partly because 
they could be expected to suffer from 
status frustration and could be less 
easily directed and controlled. For such 
reasons, showing that unemployment 
for those seeking or working in clerical 
jobs was above the average rate for all 
workers scarcely constitutes grounds for 
claiming that much of the urban unem- 
‘ployment in Colombia is voluntary.” 
The educated’s best chance of getting a 
job may well be in seeking clerical or 


Causes of Graduate Unemployment in India (Lon- 


don: Allen Lane, Penguin Press, 1969), pp. 75-90; 
David Turnham, The Employment Problem in 
Less Developed Countries (Paris: Organisation 
for Economic Co-operation and Development, 
1971), pp. 50-53; and Peter Lloyd, Slums of Hope? 
Shanty Towns of the Third World (Harmonds- 
worth: Penguin Books, 1979), p. 145. 

19. See, for example, Shygam B.L. Nigam and 
Hans W. Singer, “Labour Turnover and Employ- 
ment: Some Evidence from Kenya,” International 
Labour Review, pp. 479-93 (Dec. 1974). 

20. R. Albert Berry, “Open Unemployment as 
a Social Problem in Urban Colombia: Myth and 
Reality,” Economic Development and Cultural 
Change, pp. 276-91 (Jan. 1975). . 


other white-collar jobs, as their poten- 
tial productivity in manual work may be 
low and their time in school may evén 
have made them incapable of retaining a 
physically demanding job. 

In sum, while some unemployment 
m_ght reflect inappropriate expectations, 
its extent and incidence can scarcely be 
geuged from the type of data typically 
available. Any claim that such volun- 
tary unemployment is widespread should 
be regarded as a revealing or ques- 
tionable opinion, not an established 
fact. | 


Iracttve unemployment 


The most basic claim is that some of 
those counted as unemployed do not 
actively search for jobs. However, by 
itself the job-seeking criterion should 
not be used to identify voluntary unem- 
p-oyment; it is unreasonable to expect 
workers to expend time, energy, morale, 
and money in searching for jobs known 
to be unavailable. 

Moreover, many of those without 
jobs will be discouraged workers of one 
sort or another, part of the latent reserve, 
having given up searching either because 
of repeated failure to find suitable work 
or because there was no formal mecha- 
msm for job seeking in the area. Labor 
scatisticians have long wrestled with 
taese issues and with the classification of 
discouraged workers.?! Inter alia, the 
rumber of discouraged workers is deter- 
mined by the unemployment level and 
Ey the reference period used. Many 
labor force surveys merely attempt to 
ascertain respondents’ “main activity” 
ia the “past week”; as a result, those who 


21. For an analysis of categories of such 
workers, see Guy Standing, Labour Force Partic- 
mation and Development, 2d ed. (Geneva: Inter- 
national Labour Office, 1981), chap. 5. 
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last sought work eight or more days 
before are automatically excluded from 
the unemployment count. 


Casual or short-time 
work preferences 


A fourth characteristic supposed to 
distinguish the voluntarily unemployed 
is a preference for work of short duration. 

The difficulties with the short-hours 
criterion are like those raised wizh respect 
to aspiration wages and job suitability. 
Would those seeking part-time work 
accept full-time work if it were offered, 
or if they had time to adjust other 
commitments? Should the aspiration 
workweek be compared with same over- 
all average workweek, or with the aver- 
age in a particular job or range of jobs 
for which the worker is qualified, or 
with the average worked by some demo- 
graphic social group to which the 
worker is supposed to belong? Just 
posing such questions should make it 
clear that this criterion too can only be 
applied using somewhat arbitrary pro- 
cedures. There is no reason to regard 
any particular work duration “igure as 
acceptable or as validly defining volun- 


tary unemployment. 
These conceptual points do rot mean 


that distinctions should not be drawn - 


between those seeking full-time and 
those seeking part-time employment. 
What is objectionable is the blanket 
description of the latter as voluntarily 
unemployed. Rather than excluding them 
from recorded unemployment, their exis- 
tence suggests a need to measure unem- 
ployment in terms of a rate of labor 
underutilization as well as in terms of 
numbers of workers. 


Turnover-induced unemployment 


A fifth characteristic concerns the 
means by which workers become unem- 
ployed. Some claim that if workers 
voluntarily quit jobs, the unemployment 
is in effect chosen and therefore volun- 
tary. Thus one analyst of urban unem- 
ployment in Colombia asserted that the 
rise “was not primarily a reflection of 
increasing scarcity of jobs but rather of 
more exacting job demands by the 
searchers,” supposedly because “most 
people who leave their jobs appear to do 
so by their own choice, rather than 
through the action of the employer.”?2 

It has also been argued that high labor 
turnover indicates voluntary unemploy- 
ment. But labor turnover combines 
quits, dismissals, and job completions. 
Besides, the notion of voluntary quitting 
is ambiguous. A man may quit under 
extreme pressure, or he may be given the 
option of resigning rather than being 
sacked; it is also common for workers 
who anticipate being laid off to leave in 
search of a longer-term job. Similarly, 
suppose someone is put on extremely 
short-term work because of lack of 
business; if he then quits because the 
income is insignificant, it would be a 
misuse of language to describe his ac- 


22. Albert Berry, “Constant Utilization of the 
Labour Force Despite Rising Open Unemploy- 
ment in Colombia?” Journal of Economic Studies 
(Oxford), p. 120 (Nov. 1975), citing a local labor 
market study that found that about two-fifths of 
the unemployed men and one-tenth of the women 
lost their jobs “through action originating pri- 
marily on the side of the employer.” This does not 
imply that three-fifths of the men lost their jobs 
through action originating primarily on their side. 
Who originates the action if a seasonal job is 
merely finished or if a firm or even industry 
collapses? 

23. S. Buckley, “Recent Canadian Experience 
with Unemployment,” Canadian Statistical Review 
(Ottawa), pp. 4-5, 114-17 (Feb. 1974). 
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tion as voluntarily choosing to become 
unemployed. l 

Another objection is that even if a 
worker voluntarily quits a job, that does 
not mean he or she is not subsequently 
involuntarily unemployed. Most dam- 
aging of all, any such distinction breaks 
down for the unemployed entering or 
reentering the labor force. In sum, claims 
that voluntary unemployment should be 
measured by the proportion of the unem- 
ployed who quit their previous jobs are 
unconvincing. | 


Marginal workers 


Some observers have claimed that 
many of the unemployed—for example, 
married women, students, teenagers 
indulging in career experimentation, and 
the elderly—have only weak labor force 
attachment, being casual or secondary 
workers prone to drop out of economic 
activity and typically dependent on the 
income of primary labor force partici- 
pants. It has been argued that much of 
their labor force participation is volun- 
tary, that unemployment only influences 
the timing of their participation, that the 
unemployment rate overstates the reli- 
able labor supply, and that where these 
groups’ share of the labor force has risen 
the social cost of unemployment has 
fallen. 

Two points should be kept in mind in 
discussing so-called marginal workers. 
First, a distinction should be made 
between the determinants of the overall 
rate of unemployment and the factors 
influencing the incidence of unemploy- 
ment. Some groups have higher unem- 
ployment rates than others. But this 
does not necessarily mean that if there is 
an increasing proportion of workers 
from such groups, unemployment will 
rise. Second, some groups, defined by 


personal characteristics such as age, sex, 
meérital status, or race, who exhibit 
chronicemployment instability may have 
specific behavioral traits, or their unem- 
ployment, job instability, and limited 
labor force commitment may be due to 
persistent discrimination against the 
group to which they belong.24 They may 
be marginalized by being pushed into 
unstable secondary jobs with poor pro- 
motion prospects, low status and income, 
amd poor working conditions, generally 
being last hired and first fired. Given 
these possibilities, it is hard to determine 
the role of personal factors. Indeed, it is 
herd to test this hypothesis with the data 
typically available, for in part job insta- 
bility is due to so-called marginal workers 
being among the first to be laid off, even 
in relatively good jobs; so econometric 
tests may show that outflows from jobs 
are linked to personal characteristics, 
without that necessarily meaning that: 
tkose workers are particularly prone to 
jab instability—or to so-called volun- 
tary unemployment. 

Another argument, used with partic- 
u_ar reference to unemployment in low- 
iccome countries, is that the situation is 
less serious because many of the unem- 
p.oyed are non-family-heads who can 
indulge in prolonged job waiting.?5 One 


24. “Inferring present-day labour force attach- 
ment from group's previous record of employment 
smacks of ‘blaming the victim’. What passes for 
today’s limited commitment may be the result of 
yesterday's discrimination.” Teresa A. Sullivan 
and Phillip M. Hauser, “The Labor Utilization 
Framework: Assumptions, Data and Policy Impli- 
cations,” in Concepts and Data Needs: Counting 
tee Labor Force: Appendix, by National Commis- 
ston on Employment and Unemployment Statistics 
(Washington, DC: Government Printing Office, 
1380), 1:258. l 

25. Turnham, Employment Problem in Less 
Developed Countries, pp. 45-47. In Colombia the 
small proportion of first-time job seekers who 
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difficulty is that most workers become 
heads of families only when they have 
employment or income. Thus to some 
extent cause and effect are mixed.26 


Unemployment benefit mechanisms 


Probably the most contentious issue 
arising from the notion of voluntary 
unemployment is the impact of income 
transfers. In support of their claim that 
unemployment is voluntary, Berry and 
Sabot assert, “Deprivation is also less 
than it would be in industrialised coun- 
tries in the absence of formal social 
security systems because subjective costs 
are distributed beyond the persons with- 
out jobs to those with jobs, by means of 
intrafamily transfers.”27 

Personal transfers make survival pos- 
sible, but for the unemployed assistance 
has costs, including reciprocal obliga- 
tions and the “disapprobation cost”— 
in Adam Smith’s words—of having to 
accept charity and being seen as a failure 
in the labor market. For their part, those 
providing transfers have a financial inter- 
est in prodding the unemployed to find 
work. So, for reasons on the side of 
donors as well as the unemployed, it 
would be unreasonable to presume that 
recipients of transfers are voluntarily 
unemployed, unless the contrary were 
demonstrated. 

A second form of transfer is poor- 
relief schemes. These have often involved 





were family heads was cited as supporting evi- 
dence that rising unemployment reflected “more 
exacting job demands by the searchers.” Berry, 
“Constant Utilization,” p. 120. 

26. This point is often overlooked. See, for 
instance, David E. Goodman and S. R. Oliveira, 
“Urban Unemployment in Brazil,” Brazilian Eco- 
nomic Studies (Rio de Janeiro), no. 4, pp. 79-103 
(1978). 

27. Berry and Sabot, “Unemployment and 
Economic Development,” p. 111. 


onerous obligations, including means 
tests or unpaid labo-, making participa- 
tion a humiliating experience and thus 
unlikely to induce voluntary unemploy- 
ment. A third form, of minor signifi- 
cance in low-income economies, is sev- 
erance pay. This tas an impact by 
making job search more feasible than in 
its absence, but it las less disincentive 
with respect to job seeking than other 
forms of transfer b7 virtue of the fact 
that whether a worker stays out of work 


‘for 2 or 36 weeks he or she receives the 


same lump sum. Tae fourth form of 
transfer, unemployment insurance, is 
the most important in industrialized 
countries but of only limited relevance 
in industrializing economies. 

In general, whetnrer transfers come - 
from family, emplcyers, or the state, 
their availability could be expected to 
raise the unemployed’s reservation wage 
and, by encouraging more job search, 
could increase the expected duration of 
unemployment. They may also be ex- 
pected to encourage a substitution of 
leisure for work and job seeking.?8 How- 
ever, these effects can easily be exag- 
gerated. First, leisure-work substitution 
has costs that discourage it. Second, 
while unemploymen: benefits and other 
transfer mechanism: exert some pres- 
sure on wage rates, they may have little 
long-term effect on tre relative incomes 
of the employed and unemployed.” 
Moreover, they may improve the allo- 
cative efficiency of the labor market by 
facilitating more rational job search, 

28. For the impact or unemployment insur- 
ance, see, forexample, Ga-y Chapin, “Unemploy- 
ment Insurance, Job Search and the Demand for 
Leisure,” Western Economic Journal, 9:102-7 
(1971); Mark M. Hauser and Paul Burrows, The 
Economics of Unemployment Insurance (London: 
Alien & Unwin, 1969), pp 96-110. 

29. George David Norman Worswick, ed., The 


Concept of Measurement of Involuntary Unem- 
ployment (London: Allen & Unwin, 1976), p. 45. 
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thereby reducing turnover unemploy- 
ment, since those receiving transfers will 
be less inclined to take inappropriate 
jobs. Third, unemployment insurance 
schemes generally have regulations re- 
stricting benefits to the involuntarily 
unemployed. Unemployment benefits 
and personal transfers ensure that part 
of the latent reserve is converted into, or 
kept as, part of the active reserve. One 
important form of this arises in urban 
areas of low-income countries where the 
availability of kinship or work-group 
transfers enables unemployed migrants 
to remain in the active urban labor 
surplus rather than migrate back to the 
countryside. 


CONCLUDING POINTS 


The perspective that depicts unem- 
ployment as the active part of the overall 


labor surplus, and as the part likely to 
grow relatively as social relations of 
production change and as alternative 
development strategies evolve, seems 
more fruitful than one that considers 
labor markets simply in terms of demand 
and supply and dualism. The World 
Bank. view almost defines away the 
problem of unemployment by means of 
ar assumed dualism that makes prac- 
tically all unemployment partially or 
waolly voluntary. At the very least, it is 
regrettable to find that perspective re- 
gerded as “moderate” and a “sign of the 
coming to maturity of the research pro- 
gramme on labour markets in LDCs.” 
It is nothing of the sort. 


30. Berry and Sabot, “Unemployment and 
Economic Development,” p. 112. 
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The Internationalization 
of Global Labor Markets 
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ABSTRACT: The rapid industrialization of labor-surplus countries will 
present serious problems for the achievement of high levels of employment 
in the industrialized world. The employment consequences of a flood of 
imports from developing countries is jeopardizing the liberal international 
trading system that has contributed to the world’s prosperity since World 
War II. The argument for free trade and a liberal system of world trade is 
based on a static analysis that does not countenance the rate of change 
imposed on the importing nation. Some intermediate stance that avoids the 
employment costs of unimpeded imports and the rigidities that permanent, 
die-hard protection will inflict on an industrialized economy may prove 
desirable as an aid to the process of economic adjustment. 
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HEN the factor-proportions the- 

ory of international trade was 
accepted as the basic explanation of the 
existence of benefits from trade among 
nations, the internationalization of input 
markets through international trade 
flows was recognized. Gains from inter- 
national trade were perceived to be 
achieved by means of the exchange of 
relatively plentiful inputs for relatively 
scarce or expensive inputs through the 
exchange of goods that embodied dif- 
ferent mixes of inputs. Each nation 
imported goods that contained dispro- 
portionately large shares of inputs that 
were in short supply in its own economy. 
The seminal essay of this approach saw 
that international trade would have the 
effect of reducing the disparity in pay- 
ments for different inputs in different 
nations relative to the disparity that 
would have existed in the absence of 
international trade.! This same body of 
theory is used to validate the main 
policy recommendation that has rele- 
vance to international trade: unrestricted 
trade among nations will generate the 
most efficient global allocation of re- 
sources and will increase world output. 
The assumptions that underlie and 
constrain a body of economic analysis 
limit the relevance of its conclusions for 
policymaking. The free-trade argument 
is constrained by many analytic assump- 
tions and some of these are crucial. The 
argument assumes full employment in 
all trading countries, so that the exis- 
tence of surplus labor in Third World 
countries is not in conformity with the 
analysis; the theory also assumes that 
labor markets clear at better than sub- 
sistence income. The analysis is static 
and precludes concern with the rate of 
1. Eli Heckscher, “The Effects of Foreign 


Trade on the Distribution of Income,” Ekonomisk 
Tidskrift, 21:497-512 (Sept. 1919). 


change of foreign supply capabilities. 
The problem of short-run dislocational 
costs is not confronted. There is assumed 
to be no movement of inputs interna- 
tionally, so that the transfer of tech- 
nology and financial capital to labor- 
surplus countries by multinational cor- 
porations is excluded from considera- 
tion. Finally, the abstract economic anal- 
ysis avoids concern with the internal 
political dimensions of the problems of 
adjustment: the reallocation of resources 
from contracting importing industries 
to expanding export industries. The 
analysis is concerned with global gains 
from trade in a world in which policy 
decisions are made by national senti- 
ments and political pressures. The lack 
of success of recent economic summits 
and the nonachievements of UNCTAD 
VI in Belgrade in the summer of 1983 
indicate that industrial democracies can 
only cooperate internationally to the 
degree that their electorates have been 
convinced that cooperation is in the 
national interest and does not inflict 
heavy costs in the short run. The concept 
of global good is less heavily weighted. 

The importance of the neglect of 
national political pressures lies in the 
possible existence of dynamic insta- 
bility. If the social costs of adjustment to 
a new set of international conditions are 
positively related to the level of protec- 
tionist sentiment in a country and if 
suppression of adjustment makes future 
costs still greater, the'system is dynami- 
cally unstable. Protectionism—suppres- 
sion of adjustment—will feed upon itself. 

Currently, the integration of the global 
economy is proceeding at a pace that 
shows every indication of exceeding the 
ability of many industrialized countries 
to adjust to the new conditions without 
serious dislocation in input markets. 
Policymakers have not been given the 
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analytic tools that will enable them to 
assess the benefits and costs of passive 
acceptance of the dictates of the market 
system when a liberal sys-em is pre- 
served—the free-trade positicn—and of 
capitulating to domestic political pres- 
sures that will inevitably seek to sup- 
press change. If these two policies both 
engender substantial costs, zhen explo- 
ration of possible middle-ground solu- 
tions is required. 


THE MECHANICS OF ADJUSTMENT .. 


The danger of an excessive rate of 
= change being forced on: the industri- 
alized countries lies in the combination 
of labor surpluses in many countries and 


'. the, ability of multinationel corpora- 


tions—and owners of technclogy gen- 
erally—to transmit modern know-how 
internationally. The countries that host 
the multinationals and that generate the 
exports will increase their spending with 
the developed world. The- developed 
economies produce, more efficiently 
goods that require relatively large 
amounts of highly sophisticated machin- 
ery and highly skilled professional 
workers. The labor-surplus ‘countries 
will be able to export goods tàat require 
large amounts of relatively unskilled 
labor because such labor caa easily be 
trained for repetitive prodtction-level 
jobs. Harnessing labor surpluses in 
developing economies will displace pro- 
duction in the industrialized nations in 
those industries that use production 
workers and low-skilled worxers inten- 
sively. The problems emanating from 
the international sector will be rein- 
forced within the industrialized econo- 
mies by the new technological innova- 
tions that will exert their first labor- 
‘saving effects on low-skill tasks. 
Traditional economic. theory postu- 


lates that economies will adjust to the 
new set of trading conditions by having 
labor become cheaper in the industri- 
alized economies and by having machin- 
ery and skilled workers—respectively, 
capital and human capital—relatively 
better paid. The changes in relative costs 
of inputs will lead corporations to substi- 
tute the now-cheaper low-skilled workers 
for the now-costlier machinery and high- 
skilled workers to the extent that full 
employment will be generated. The static 
nature of the theory glosses over the 
time dimension and the size of the 
change imposed. Industrialized econo- 
mies do have some inherent ability to 
adjust as older workers retire and new 
workers are admitted to the labor force. 
This ability is limited. 

The longer the pressure of available 
cheap, labor-intensive imports from 
developing nations lasts, the greater will 
be.the adjustment strain imposed. The 
duration of the import pressure might, 
at first, be thought to have well-defined 
limits: that quantity of standardized 
goods that could be sold through retail 
outlets. Most consumer durables and 
other so-called experience goods require 
after-sales servicing and marketing net- 
works to provide the necessary main- 
tenance and warranty support. Given 
that servicing and marketing networks 
are the essence of sophisticated distribu- - 
tion techniques and are very culturally 
sensitive, exports of consumer durables 
by firms based in developing countries 
will encounter serious difficulties.” 

The ability of multinational corpo- 
rations to link production units in devel- 
oping countries with marketing and 
distribution outlets in the industrialized 
world will overcome the obstacle to a 


2. However, note the recent successes in 
Canada of the Korean automobile industry. 
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steady increase in the volume.of exports 
-~ of manufactures. There may be no effec- 
tive limit to exports from developing 


countries short of something approach- 


ing full employment in the Third World. 


This limit may be exaggerated because. 


not all cultures will permit the acquisi- 
tion of skills and the adaptation to 
conditions in a modern, manufacturing 
society at a rate sufficient to cause 
displacement pressures in the industri- 
alized world. But there are many would- 
be developing countries just waiting for 
the day when they can supply manu- 
factured goods to North America and 
Europe. The adjustment strains in the 
industrialized world can be expected to 
be severe and long-lasting: 


M outon adjustment 


Microeconomic adjustment involves 
the reallocation of labor—and other 
inputs—from declining to expanding 
industries. The essential problem in the 
labor market is the change in the mix of 
workers required by skill and by skill 
level, High-technology export industries 
require highly skilled workers, and soci- 


ety must develop a labor force that ° 


adapts to the new pattern of demand at 
the same time that labor is being dis- 
placed by labor-saving technology. 
Unless the analyst is optimistic about 
the degree to which industry can substi- 
tute low-skilled labor for highly skilled 
labor in response to changes in wage 
rates and salaries, there will have to be a 
considerable upgrading of skills. But 
workers either may not be tempted to 
upgrade their skills or may not be capa- 
ble of so doing.? If workers are to have 


3. In this context, it is useful to distinguish 
between retraining a worker to acquire new 
industry-specific skills at the same level of sophis- 


an adequate incentive to upgrade their 
ski'ls, the reward must be sufficient to 
warrant incurring the costs. This requires 


that the wage rates paid to low-skilled 


workers decline so that displaced work- 
ers are not tempted to compete in ajob 
or skill stratum with lower requirements 
in which they will be relatively. well 
qualified. This downgrading of the skill 
level of employment will oust, or bump, 
another worker to a still lower level. If 
displaced workers are not attracted -to 
higher grades of work by wage-rate 
differentials or are incapable of financing 
the necessary training, then the down- 
grading mechanism will ensure that any 
surplus labor will comprise low-skilled 
workers predominantly.‘ The likelihood 
that displaced workers will try to upgrade 
their skills will be determined; in part, 
by the availability of publicly financed 
fazilities for retraining. 

Some writers have suggested that 
there will be an erosion of the middle 
class, which is loosely defined as workers 
or families earning within 25 percent of 
tte median income.’ If a substantial 
namber of displaced workers choose 
downgrading and bumping, the indus- 
trialized economies may be faced with a 
severe bimodal distribution of income 
aad a lack of upward mobility except 
through intergenerational change. What 
sach a prospect, particularly if coupled 
vith significant unemployment of the 
very low skilled, portends for the sta- 


tiration and retraining to attain a new, higher level 
ct skill.. The second task is more formidable and 
may ‘be ‘impossible. 

4. The idea of bumping is developed in E. Ray 
Canterbery, “A Vita Theory of Personal Income 
Distribution,” Southern Economic Journal, 
&5:12-48 (July 1979). 

5. Vitor F. Zonanna, “Population Puzzle,” 
Wall Street Journal, 20 J une 1984. 
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bility of the social system ts neither 
known nor foreseeable. 

The required change in skill charac- 
teristics of the work force can contribute 
to unemployment in two ways. 

First, the labor market will be less 
efficient as workers procrastinate in the 
decision to seek upgrading or to bump. 
In this the role of information is impor- 
tant. Knowledge of opportunities avail- 
able after upgrading and of upgrading 
facilities will directly affect the likeli- 
hood that upgrading will be sought and 
the speed of decision making increased. 

- Second, the perceived capacity of 
. workers to upgrade themselves may not 
be adequate to accommodate the new 
pattern of demands when society’s con- 
cept of subsistence income sets an abso- 
lute floor to wage rates for low-skilled 
labor. The capacity of the labor force to 
acquire new skill levels depends upon 
the absolute capacity of eack worker 
relative to the skill level already attained. 
Retraining in different industry-specific 
skills at the same level presents no 
problems of capability, but a worker’s 
ultimate capacity to acquire skills de- 
pends upon the individual’s genetic 
inheritance, the mind-set produced by 
schooling and peer-group pressures 
during the formative years, the present 
age, and the level of both formal and 
general education achieved. At any time, 
the work force has both an actual and a 
maximum attainable mix of skill levels. 
As the actual approaches the maximum 
attainable—as more and more workers 
are at their individual maxima—the 
difficulties inherent in overall upgrading 
of skills are increased. Thus the capacity 
of the economy to adjust to new condi- 
tions depends upon the magnitude and 
the duration of the disturbance. The 
process is cumulative since the early 
strains will be easily absorbed by up- 


grading workers with significant latent 
capacity. As the need for adjustment 
accumulates over time, workers with 
smaller margins of latent capacity will 
have to be upgraded at ever increasing 
costs. Further, if the shift required in 
skill levels is large, then a process of 
upward bumping may be required as 
workers are trained up by one level each, 
until the entire required upgrading has 
been accomplished. The dangers that 
such a complex link could be broken are 
great, and so complex a phenomenon 
may well only be accomplished success- 
fully within individual organizations. 

It is possible that a combination of 
widespread bumping and an inability of 
firms to utilize low-skilled workers— 
perhaps because of the minimum wage 
or subsistence barrier—could create per- 
manent unemployment. In this context, 
“permanent” should not be interpreted 
literally but as implying a condition for 
which no end is in sight. Some people: 
may be unemployed for a lifetime and 
adjustment may be made intergen- 
erationally.6 Long-term, or permanent, 
unemployment is the more likely the 
higher the level of subsistence income in 
the importing country. While subsis- 
tence income could have a purely physio- 
logical definition, it is more likely to be 
defined in terms of national cultural 
values and past standards. Cultural 
values should be taken as including the 
level of safety regulations in force. What 
matters in terms of potential job displace- 
ment in industrialized countries is dif- 
ferences in the money value of subsis- 
tence income in developing and industri- 
alized countries. Staples that are locally 
produced in developing countries tend 


6. Intergenerational change assumes improve- 
ment in the skills developed in the formative years 
as a result of better educational and home support. 
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to be cheaper than their counterpart 


products in industrialized countries, so 
that with real incomes equal, there will 
still be a wage-rate advantage accruing 
to workers in poor countries.’ 


Required speed of adjustment 


The required speed of adjustment 
depends upon the rate of increase in the 
capacity of developing countries—in- 
cluding such semi-developed countries 
as Mediterranean and Eastern-bloc 
countries—to supply exports that com- 
pete with and substitute for domestic 
production in the industrialized coun- 
tries. The faster the rate of increase in 
the availability of potential imports, the 
more likely is adjustment to lag behind, 
and the degree of dislocation will grow 
through time. T 

Every nation has some innate ability 
to adjust without significant social cost. 
This capacity increases with the rate of 
saving and the percentage of the work 
force that retires each year. If the required 
rate of adjustment exceeds this capa- 
bility, then social costs are incurred— 
unemployment will exceed the target 
rate. Even under such conditions, tradi- 
tionalists may find grounds for opti- 
mism if the change in conditions is a 
one-shot phenomenon, implying a maxi- 
mum availability of imports from devel- 
oping countries, since the economy will 
steadily adjust and social costs will 
ultimately disappear. Given the large 
number of developing nations that 
actively seek to develop export markets 
and the danger of violating the subsis- 


7. Wolfgang Hager, “North-South Trade and 
Socio-Economic Autonomy: A Peace Formula,” 
Trade and Development Unctad Review, vol. 3 
(Winter 1982); Dan Usher, “The Transportation 
Bias in Comparisons of National Income,” Eco- 
nomica, 30:140-59 (1963). 


tence-income constraint, any such opti- 
mism would seem to be misplaced. 

The greater the degree of dislocation, 
the more likely is the adjustment process 
to become cumulative. If the system 
cannot keep pace, the amount of excess 
unemployment will increase steadily. At 
the same time, the efficiency of the 
market mechanism as a means of chan- 
neling workers to productive outlets is 
likely to decrease. The larger the num- 
ber of displaced workers, the larger is 
the number of workers who will need to 
upgrade their skill levels and the larger 
the amount of upgrading needed per 
worker. Given some finite capacity of 
training facilities, a higher rate of dis- 
placement will lead to a larger propor- 
tion of workers becoming discouraged . 
about the advantages of upgrading and 
who will choose to bump a less qualified 
person. This, in turn, will lead to a larger 
pool of workers with very few skills who 
may be thought of as being all but 
unemployable. Fast rates of dislocation 
will also lead to congestion in the labor 
market as workers displaced will have 
quite similar patterns and levels of skills 
and will be geographically concentrated 
at the same time that such job opportu- 
nities as exist will be more or less 
haphazardly distributed over space and 
will have higher skill requirements. A 
concentration of workers with the same 
skills lowers the likelihood of a good 
correspondence between the mix of skills 
demanded and those supplied. 


Dynamic instability 

Dynamic instability exists when pro- 
tectionist forces postpone adjustment 
and gain. strength in the process. Resis- 
tance to adjustment will be positively 
related to perceived. costs. If the resis- 
tance suppresses the effects of the change 
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in conditions in international markets, 
the distortion between actuality and the 
free-trade—or nonsuppressed—state 
will increase over time, as foreign export 
capacity increases. The perceived social 
costs of adjustment will, then, grow 
steadily and the likelihood of acceptance 
of adjustment will decrease. 

Political pressures for protection— 
for suppressing change-——will be exerted 
by groups in danger of suffering eco- 
nomic loss as a result of that change. 
The more broadly based and the more 
politically active these groups, the greater 
is the likelihood that suppressive mea- 
sures will be legislated: The breadth of 
opposition to a free-trade or hands-off 
policy can be easily identified by the 
number of people who are or perceive 
themselves to be likely to be displaced. 
The degree of political activity will 
depend upon the, perceived costs for 
displaced and threatened workers. Four 
factors contribute to the percoyo loss 
of income. 

First, the PRN dorana of unem- 
_ ployment and the gap between unem- 
ployment compensation and earnings 
are crucial. Thus the generosity cf unem- 
ployment compensation will ease polit- 
ical activity, and the size of any existing 
pool of unemployed will intensify it. 

Second, the ratë of pay in the fore- 
seen alternative employment will also 
affect the intensity of political activity. 
If the disparity between the worker’s. 
skills and the available job vacancies 
will cause a large decrease in remunera- 
tion, the intensity will increase. In the 
same vein, pessimism about the oppor- 
tunities for upgrading will also lead to 
resistance to change. -~ 

Third, if ajob that a displaced worker 
might reasonably expect to find has 
suffered a reduction in the wage rate 
because of earlier changes in relative 


wage rates for high- and low-skilled 
workers, resistance to change will be 
higher. 

Finally, if the existing occupation 
carries with it a wage premium attribut- 
able to experience within the industry 
and the acquisition of industry-specific 
skills, resistance to change will be more 
intense. 

The internationalization of labor mar- 
kets carries with it profound implica- 
tions of both a quantitative and a quali- 
tative nature. The essence of the process 
lies in the degree to which industry is ` 
capable of adjusting its requirements to 
comparatively small changes in the rela- 
tive costs of labor and machines and in 
the remuneration for workers of dif- 
ferent skill levels. The second dimension 
of importance is the degree to which the 
subsistence-income constraint may be- 
come effective. The process has dynamic 
dimensions and is directly related to the 
increase in the foreign capacity to pro- 
duce goods for consumption and use in 
the industrialized countries. The degree 
of adaptability of other members of the 
industrial bloc can also affect the size of 
impact placed on an individual country 
as goods excluded from protected mar- 
kets seek an outlet in the remaining open 
markets. There exists the possibility of 
severe protracted unemployment and 
for strong political pressures for protec- 
tion against imports. Any such pressures 
are likelv to be reinforced by the effects 
of the introduction of labor-saving tech- 
nology in domestic plants. 

Industrialized countries have not had 
experience in dealing with surplus popu- 
lation within the last forty years. If 
unemployment becomes chronic and 
income distribution markedly bimodal, 
a large shift in economic phildsophy 
may be required. 
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POSSIBLE RESPONSES 


The somber picture drawn in the 
preceding pages is taken as relevant, and 
the rest of this article assesses the com- 
peting sets of policy options that are 
available to governments in the indus- 
trialized democracies. The problems 
faced by politicians will be severe because 
of the seemingly inevitable clash between 
short-run loss avoidance and long-run 
costs—from suppression—and short-run 
costs and longer-run benefits—from 
acceptance of change, Convincing voters 
of the wisdom of a prescribed policy 
package will be far more difficult than 
the still-difficult task of selecting and 
legislating a.good and consistent set of 
policies. To the extent that any collec- 
tion of policy measures requires interna- 
tional cooperation, the difficulties of 
convincing voters of the benefits of 
collective action may be even greater. 
Nonetheless, this challenge of adjust- 
ment to the new conditions in global 
labor markets is likely to be the most 
difficult peacetime economic problem 
faced by the industrialized world since 
the Great Depression. Good policy may 
require a substantial shift in the accepted 
views of what constitutes appropriate 
economic behavior and appropriate 
policy. 

Three categories of policy exist: nega- 
tive or change-resistant policies, which 
seek to suppress the natural working of 
the market system;. neutral policies, 
which accept the natural working of 
market forces but intervene to diminish 
the social costs of adjustment imposed 
by the pace of market forces; and pos- 
itive or change-accommodating mea- 
sures, which attempt to increase the 
efficiency of the economy to adjust to 
new conditions in global labor markets. 
Each set of policies may be considered 
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against the probable outcome of a hands- 
off, laissez-faire policy. 

Negative policies seek to limit, in part 
or completely, the impact on the domes- 
tic economy of increases in the capabil- 
ities of foreign economies to supply 
large quantities of manufactured goods. 


It will be more difficult to suppress 


labor-saving innovations that have their 
origin in locally available technological 
innovations. 

Negative policies are. those that are 
most likely to appeal to the electorate in 
the short run. The costs will be long run 
and will probably not be borne by those 
who agitate for the institution of the 
negative policies. Negative policies re- 
duce or eliminate short-run costs of 
adjustment and diminish any socially 
disruptive increase in income inequality 
within the industrialized nations. 

The costs of negative policies could 
become substantial with time. Foremost 
among them would be the strains induced 
between the home country and the devel- 
oping nations whose exports were being 
curtailed. This set of strains would prob- 
ably escalate into a straightforward rift 
between the bloc of industrialized coun- 
tries—the North—and the bloc of devel- 
oping countries—the South. Northern. 
industrialized countries have a very real 
interest in the continued development 
and prosperity of the South in addition 
to any moral concern with the diminu- 
tion of poverty in those countries. The 
other major cost derives from the effects 
of any suppression on economic rigidifi- 
cation that may develop in the North in 
response to the sheltering of embattled 
sectors. Any unwillingness to adapt in 
the face of change may confirm a resis- 
tance to change that is already active or | 
that is latent in the economy. The so- 
called economic sclerosis of the Euro- 
pean nations has caused comment in 
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recent years as workers and govern- 
ments try to withstand the effects of 
changing conditions on the reallocation 
of resources among sectors.’ 

Negative policies are unacceptable. 
They tend to lock the economy into a 
pattern of production that is likely to 
become progressively less consonant with 
underlying global conditions to the detri- 
ment of the long-run viability of the 
economy. 

Neutral policies rely on market forces 
to effect change as dictated by. new 
underlying conditions in world markets 
and seek merely to temper any adverse 
side effects that might be induced by the 
speed of change imposed by a hands-off 
policy. The benefits of such policies are 
self-evident. They allow change to take 
place and in this way avoid any increase 
in North-South strains and minimize 
any tendency for Northern economies to 
rigidify. : - 

The unimpeded operation of market 
forces will undoubtedly generate unem- 
ployment as declining sectors lay off 
workers more quickly than expanding 
sectors can hire them and as the total 
demand for labor diminishes before any 
substitution takes place. Unemployment 
will also be enhanced because of the 
changed pattern of demand by skill 
level. This unemployment will be greater 
the greater are the rate of growth of 
imports, the duration of substantial rates 
of growth of imports, and the greater the 
rigidity of wage rates in threatened 
industries. In principle, the economic 
harm done to the displaced workers can 
be mitigated by generous transfer pay- 
ments in the form of unemployment 


8. Wolfgang Michalski, “The Need for Posi- 
tive Adjustment Policies in the 1980s,” Intereco- 
nomics, 18:42-48 (Jan.-Feb. 1983), develops the 
concept of the need for resilience if mature econ- 
omies are to perform well. 
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benefits, redundancy payments, and 
income supplements. 

One way in which employment rates 
can be kept at a higher level is for the 
pace of change to be slowed by the 
institution of commercial policies. The 
essential idea of such a scheme is much 
easier to set down on paper than to 
institute. By reducing the rate of change 
imposed on the economy from external 
sources, policies will diminish the degree 
of congestion in labor markets and will 
allow the labor market to work more 
efficiently by reducing the number of 
workers and vacancies that need to be 
matched. The basic policy requirement 
is that the effect of the market mecha- 


nism be slowed but not stopped. Tem- 


porary protection against imports must 
include strictly enforced and carefully 
defined provisions for phasing out the 
protective measures lest the incentive 
to adjust be eliminated in the hope that 
the temporary measures can be made 
permanent. 

A second feature of this kind of 
protection is the simultaneous introduc- 
tion of conditions on the award of 
phase-out protection. The threatened 
industry would only receive protection 
in the form of limits on the rate of 
growth of imports if both its manage- 
ment and labor undertook to make 
sacrifices to improve the industry’s own 
price competitiveness with foreign goods 
in the short run. These conditions would 
make investment and employment in 
the industry less attractive. The more 
demanding the conditions imposed, the 
more gradual the phase-out protection 
could be. Conditional protection should 
have strong and broadly based political 
appeal since it finds common ground 
between the needs of the threatened 
industry and the welfare of the rest of 
the electorate. 
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The most difficult problem to be 
faced is the possible existence of chronic 
unemployment. This eventuality may 
only be considered at all probable when 
the joint effects of North-South trade in 
manufactures and the new labor-saving 
technologies are seen as being mutually 
reinforcing. Long-lasting, excessive unem- 
ployment may require a change in the 
nation’s social values so that unemploy- 
ment is not necessarily regarded as an 
inferior status. The implicit renunciation 
of the work ethic may have profound 
implications for the social order and can 
be expected to arouse strong opposition 
from people who are unable to conceive 
of the enormity of the problems that 
confront the industrialized nations. 

When the possibility of chronic unem- 
ployment exists, optimists will argue for 
the creation of larger and more efficient 
means of retraining workers and up- 
grading their skill levels. But such steps 
may not be enough. Workers have limits 
to the skills that they can acquire. If the 
demand for labor has requirements for 
skill levels that exceed the maximum 
attainable supply of skills, then long-run 
or chronic unemployment is inevitable. 
The only way in which governments 
might manage to reduce the level of 
unemployment without resorting to 
make-work programs reminiscent of the 
depression is to attempt to subsidize the 
employment of low-skilled workers in 
all industries. This subsidization could 
be achieved by changing the structure of 
payroll taxes for firms—-making the 
taxes more progressive--as well as by 
paying an actual subsidy per worker 
earning less than some specified wage 
rate. There would seem to be no prob- 
lem with the processes of effort maxi- 
mization and cost minimization in such 
a policy: firms would still minimize their 
own costs and the subsidy element would 


merely reduce the net cost of low-skilled 
labor. Workers would continue to seek 
employment, provided that the wage 
earnec, after taxes, exceeded the dole 
paid to the chronically unemployed. 
There might be some income level at 
whichsubsidy would be eliminated. This 
rate would exceed the level at which 
bump-_ng might be expected to occur. It 
woulc be necessary to apply any mea- 
sure designed to reduce the cost of 
unski led labor to all industries in order 
to prevent such measures from consti- 
tuting a nontariff barrier against trading 
partners. 

Neutral policies constitute the work- 
able compromise between the possibility 
of tatal suppression of the forces of 
chanze from the international sector 
with all of the long-run costs of such 
policies, and the difficulties in an indus- 
trialized democracy of instituting posi- 
tive, or change-accommodating, poli- 
cies. The attractiveness of neutral pol- 
icies is that they have obvious benefits in 
that they slow the rate of change, they 
ensure that wage excesses are diminished, 
and they cushion society against the 
individual and social costs of the inev- 
itab-e dislocation that accompany too- 
rapid change. These policies provide 
policicians with a middle-ground posi- 
tion from which, it is to be hoped, the 
furies of extremists on both sides can be 
directed at each other. 

Fositive policies deliberately seek to 
dintinish capacity in industries that are 
notinternationally competitive, and they 
oth2rwise try to foster progress toward 
the new equilibrium that is compatible 
wita the new conditions. Such actions 
are: necessarily interventionist in the 
sense that they seek to allow the econ- 
onry to expedite change and seek to aid 
the market mechanism to conform to 
the new underlying conditions. Such 
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policies may be expected to encounter 
fierce opposition from those segments 
of the population whose private inter- 
ests are destined to be damaged.’ The 
politica] task is much greater than for 
neutral policies, which allow impersonal 
market forces to effect change. A decision 
to invoke positive policies assumes that 
there is no possibility—or only a neg- 
ligible possibility—of significant chronic 
unemployment; positive policies accel- 
erate the movement toward some new 
equilibrium. Their adoption must, then, 
assume that the new equilibrium is polit- 
ically and economically satisfactory. 
Such an assumption is built into. the 
traditional analysis that espouses free 
trade. 

There are clear difficulties in institut- 
ing positive policies because it requires 
that government identify those industries 
that must have their capacity reduced or 
eliminated and, still more difficult, those 
sectors and industries that are likely to 
expand. While the former problem may 
be relatively straightforward, the prob- 
lem of picking winners is something in 
which governments have little skill.! 
Interventionist, or positive, policies are 
therefore likely to be limited to aiding 
the market in curtailing capacity in 
industries. that have lost their interna- 
tional competitiveness. 

Where such industries are privately 
owned, positive policies can be effected 
through incentives and disincentives: 
phase-out protection for senile indus- 
tries can be tied to the closing of specific, 
very high cost plants. The release of any 
protectionist measures currenily in force, 


9. The French experience in steel and the 
British experience in coal in the spring of 1984 are 
cases in point. 

10. See C. L. Schultze, “Industrial Policy: A 
Solution in Search of a Problem,” California 
Management Review, 25:5-15 (Summer 1983). 


such as government preferences in pur- 
chasing and any tariffs or quotas that 
may have been instituted to allow the 
industry to reduce its costs, can be 
introduced at the same time that limita- 
tions on wage and salary increases in 
designated industries are legislated. 
When the industries are publicly owned, 
the process becomes more direct but not 
necessarily easier. Closing down high- 
cost plants, instituting wage and salary 
freezes, and reducing protection all lie 
within the purview of the authorities, 
but the resistance of employees may be 
even more vehement than in the private 
sector. In positive, as in neutral, policies, 
the question of the rate of change that is 
being inflicted on the economy is impor- 
tant. Opposition will be less when change 
is gradual, especially if displacement is 
accompanied by generous redundancy 
payments, if only because the task of an 
entrenched power group is to safeguard 
the welfare of its members and member- 
ship will decline quickly with golden 
handshakes and gradually with the pas- 
sage of time. 

A second dimension of positive poli- 
cies is the degree to which the authorities 
facilitate relocation and retraining. If 
the market mechanism works imper- 
fectly in transferring resources among 
industries, the causes may be an exces- 
sive rate of change, the failure of poten- 
tially expanding industries to institute 
expansion quickly enough, and con- 
straints on the ability of displaced 
workers to acquire the skills that enable 
them to relocate in order to conform to 
the needs of the new industrial profile. 
Government has a responsibility to pro- 
vide goods and services with a public- 
goods component. Retraining facilities, 
aid in relocation, and information on 
the existence of vacancies of various 
kinds in different regions are all activi- 
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ties with a public-goods component. 
Positive policy can, then, involve cre- 
ative measures that improve the ability 
of the economy to adjust to change. In 
such a schema, it is important that 
conditionality apply, just as in phase- 
out protection. Financial assistance must 
be closely tied to retraining commit- 
ments and relocation and must be inde- 
pendent of the source of dislocation. 
This conditionality is particularly rele- 
vant for workers who enjoyed wage 
premiums in their original employment. 
The existence of such generous: wage 
rates will encourage workers to cling 
stubbornly to the idea of a resurgence of 
their own industry and to avoid a com- 
mitment to retraining and relocation. 


CONCLUSION 


Given the magnitude of the changes 
that actually or potentially will confront 
the economies of the industrialized 
nations over the next 15 years or so, itis 
important that policymakers be provided 
with analyses of the various options that 
they may legitimately consider and anal- 
yses of the costs and benefits of such 
options. The arguments presented in 
this article suggest that die-hard free- 
traders and obdurate protectionists do 
not provide policymakers with the tools 
of analysis needed for good decision 
making in.a period of rapid change. 

This article argues for allowing change 
to take place at a rate that is consistent 
with high levels of economic activity. 
Intervention, then, is to slow the rate of 
change, but the measures adopted must 
not abort the change. Such policies 
would lead to. dynamic instability and 
fortify the popular resistance to adapta- 
tion, with all of the dangers of excessive 
economic rigidity-in the industrialized 
countries. l 
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The danger that haunts the analysis 
of the global internationalization of 
labor narkets is the possibility that the 
integration of labor-surplus economies 


‘with those of the industrialized North 


will enzender chronic unemployment in 
the North. This ‘process will be rein- 
forced by the effect of the new technol- 
ogies that are already displacing workers, 
with apreponderant impact on produc- 
tion workers. 

Chronic unemployment with the like- 
lihooc of mismatch between the pattern 
of skilis demanded of the work force and 
those supplied by it will require inter-- 
generational change. Some people will 
be destined to face a lifetime of unem- 
ployment. And successful intergenera- 
tional change will require a fundamental 
rethirking of educational systems, at a 
mininum. The economic hardships of 
protracted unemployment can be miti- 
gated, but this process will require a 
fundamental change in established con- 
cepts and values with regard to the role 
of economic policy. More important 
and more difficult will be the concom- 
itant reformulation of .socioeconomic 
standards and values with respect to the 
statcs of unemployed workers by both 
the employed and the unemployed. If 
the system will not allow full employ- 
men: at an income level deemed appropri- 
ate by national consensus, there should 
be n> stigma attached to unemployment. 

So profound a change in values as the 
effective renunciation of the positive 
social role of gainful employment will 
not be accomplished either quickly or 
easy. The change will take time,'and, in 
the -nterim, it will be necessary to achieve 
some compromise position between the 
rigcrs of a.simple hands-off policy and 
the short-run comforts of suppression. 
Such policies’ will need to be thought 
through long before the problem reaches 
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its maximum severity. These policies 
will need to be tailored to fit national 
idiosyncrasies. Outright subsidization 
of low-skilled workers, directly or indi- 
rectly, will work only to the degree that 
industry can substitute among grada- 
tions of labor skills in response to 
changes in relative costs. Such policies 
may be valuable in the short run. Work 
sharing or a shorter workweek seems to 
have better long-run potential as a means 
for absorbing otherwise surplus workers 
but has two serious questions: how are 
workers to be remunerated for their 
enforced leisure and how can such 
workers be prevented from bumping 
other workers in the regular or in the 
underground economy? 

When world labor markets are fully 
internationalized, the growth of the pop- 
ulation in the developing world cannot 
be allowed to continue unhindered. The 
industrialized nations cannot serve as a 


sink for the productions of future unre- 
strained growth of Southern popula- 
tions and it remains to be seen whether 
they can successfully adapt to the inte- 
gration of the extant surplus labor into 
the world economy. 

The final implication is normative. 
Those workers likely to be displaced by 
new technology and by exports of goods 
from labor-surplus nations are at the 
low end of the income scale. They are 
also the least likely to be able to take 
advantage of such opportunities for 
upgrading as exist. They deserve better 
than parsimonious treatment by govern- 
ments elected by a majority of the more 
prosperous and more fortunate. While 
this argument has universal applicabil- 
ity, itis particularly relevant to countries 
in which the bottom end of the income 
scale is populated by ethnic minorities 
with past histories of discrimination. 
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labor. This threat can perhaps be kept in ch2ck for the time being through 
an increasing destandardization of industr-al production, which, in turn, 
gives rise to increasing intra-North competition. In this context, which in 
itself means more displacement and less jobsecurity, national employment 
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HIS article develops the following 

argument: the transnational inte- 
gration of markets makes the conditions 
and level of employment in the indi- 
vidual nation-state increasingly depen- 
dent on the country’s competitiveness. 
Moreover, as countries assume the char- 
acter of regions within an integrated 
world economy, the expansion of eco- 
nomic activity and employment in one 
country can very well be at the expense 
of employment in other countries, with- 
out the equilibration of exports and 
imports tending to restore employment 
in the initial loser country. 

Major displacements are likely to 
occur if technological breakthroughs 
make available new competitive pro- 
duction capacity elsewhere in a rela- 
tively short time. This can be the case 
when foreign competitors conquer a 


sectoral market due to freshly gained 


technological superiority, as Western 
manufacturers did. vis-a-vis craft pro- 
duction in backward countries. It can 
also be the case when foreign countries 
with abundant labor supply gain access 
simultaneously to competitive technol- 
ogy and to established markets. Thus 
the industrialization of formerly back- 
ward and therefore low-wage regions in 
the so-called Third World has a dis- 
placing effect on high-wage labor—and 
immobile business—in the Northern 
Hemisphere. To maintain their income 
position, Northern producers would 
have to move into markets not yet 
threatened by low-cost Southern com- 
petition, or else they would have to try 
to stay in their current market by dras- 
tically adjusting their income expecta- 
tions downward. 

To succeed with the first alternative is 
a matter of entering and expanding in 
already contested markets or of devel- 
oping so far uncontested market niches. 


Quantitatively, the adjustment potential 
provided by this avenue is limited. 
Whether it will be sufficient for the 
North as a whole depends on the extent 
and the speed of industrial relocation to 
the world’s low-wage regions. 

There are good reasons to expect that 
this process of relocation will not gain 
momentum in the foreseeable future. 
Bui the destandardization of industrial 
production, which is most responsible 
for the reinforcement of Northern com- 
petitive advantages vis-a-vis the less 
developed South, also gives rise to 
increasing intra-North competition and 
decreasing continuity in the intra-North 
distribution of competitive advantages. 
As a consequence there is more dis- 
placement and job insecurity. In addi- 
tion, competitiveness must become the 
top priority for each nation’s economic 
policy, with the implication that macro- 
economic demand maintenance is subor- 
dinated and largely sacrificed. National 
employment becomes the prize and the 
hostage of the country’s success in the 
struggle for market shares. 

Our “theory”—used in the unpreten- 
tious meaning of the word—-should be 
seen as a proposal to give explicit recog- 
nition to the factor of international- 
ization when dealing with the present 
employment problems in the industri- 
alized world. It tries to shed light on the 
ways this factor is related to other more 
commonly considered aspects of the 
employment issue, namely, aggregate 
demand, wages, productivity, and struc- 
tural change. Internationalization de- 
notes a new contextual dynamic that 
interferes with the macroeconomics of 
the classical open economy and that 
reshapes the dynamics of structural 
change. 

The argument is developed mostly in 
a deductive fashion, starting from a 
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basic consideration of the spatial distri- 
bution of economic growth. It offers a 
theoretical perspective that would in 
principle be applicable to a broad range 
of empirical realities. But it also claims 
particular empirical relevance for the 
post-1970 employment problems. It per- 
mits.a coherent interpretation of the 
reduced effectiveness of old-fashioned 
macroeconomic demand management, 
of the difficulties that most countries of 
the Organization for Economic Coop- 
eration and Development seem to have 
with the much-heralded structural adjust- 
ment, of the insufficiency of innovation 
in bringing about a new supply-side 
boom, and of the increasing importance 
of downward wage flexibility despite 
rising productivity. 


THE SPATIAL DIMENSION OF 
ECONOMIC COMPETITION 


Orthodox macroeconomic theory— 
Keynesian as well as neoclassical—treats 
national economies as systems in which 
all economic transactions together form 
a circular flow of production, income, 
and demand. The growth of such sys- 
` tems is basically considered as a process 
by which production is expanded so that 
more goods and services are made avail- 
able to satisfy national demand. Eco- 
nomic exchanges with other economies, 
as they.are dealt with in the theory of 
international trade, complicate the func- 
tioning of the system, but they do not 
alter its logic of circular flows. A great 
deal of attention has been devoted to the 
problem of how to secure the demand 
that would support satisfying levels and 
growth rates of production. The match 
between the structures of. demand and 
supply is also perceived as a relevant 
aspect for the smoothness of the circular 
flows within the economic system. But it 


remairs always a fundamental idea that 
the market serves—or could serve if 
properly tuned—-as a mechanism of 
coordination within the system, ensuring 
that tke country’s economic potential is 
most fully used'in accordance with the 
preferences of the national population. 
Thus rational full employment and high 
natioral growth rates appear dependent 
on the adequate coordination of the acts 
of supply and demand that make up the 
natioral economy. The country’s endow- 
ment with physical and human resources 
appears as the only kind of external 
constraints. 

J shall argue in the following that the 
systen’s perspective just outlined is 
inadequate for understanding the wealth 
of nations in today’s international con- 


text and that it is the particularistic 


persp2ctive of the market participant 
that has become increasingly relevant. 
First I shall elaborate somewhat this 
particularistic perspective, which can be 
seen most clearly when we take the 
posit-on of an individual economic 
agent! It is then the market itself that 
adop-s the character of,an external 
constraint, limiting the individual’s in- 
come chances. The market attributes a 
scarcity value to the individual’s re- 
sources—for example, his or her working 
ability—and decides at which condition 
the individual is admitted to the social 
process of production. For the indi- 
vidual, the market is in many respects a 
hierarchical structure of income-yielding 
positions. Access to them follows a 
seleccion process, which sets competing 
appEcants against each other. By ad- 
vancing into a relatively privileged posi- 


L See also Michael Dauderstädt and Alfred 
Pfaller, The New Zero-Sum World: International 
Comretition and Global Economic Growth, Anal- 
ysis end Information Series (Bonn: Friedrich 
Ebert-Stiftung, 1985), pp. 9 fff. 
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tion, the individual excludes other appli- 
cants—maybe because what they offer is 
qualitatively inferior. 

The competitive selection process is 
about distributing production assign- 
ments and hence income sources among 
the various applicants. A successful bid 
for a production assignment is the deci- 
sive step for a market participant to 
secure his or her income. For the econ- 
omy—-that is, the whole market-coordi- 
nated system—it is important that there 
are bids, but it is irrelevant who is 
successful and who is not. Collective 
prosperity depends on the adequate func- 
tioning of the circular flows of the 
market; individual prosperity depends 
on the advantageous placement within 
them. However, a distinction has to be 


made between those marke: participants _ 


who bid for production assignments 
within a given task structure and those 
who introduce new productive tasks, 
thus adding to the economy’s wealth- 
creating apparatus. The first category is 
everywhere the large majority of the 
economically active population. It in- 
cludes those who offer their factor ser- 
vices to enterprises and other entities of 
organized collective production, such as 
administration. Jt also includes most 
independent businesspeopk who try to 
attract largely given and predefined 
demand to their offers. The second 
category comprises the true entrepre- 
neurs of the Schumpeterian sort.? By 
bidding for a better place in the market 
structure they change and expand this 
structure. In a way they put themselves, 
at least temporarily, above zhe competi- 
tion of assignment bidders. 


2. On the fundamental scare-ty of entrepre- 
neurship in any society, see, for example, Harvey 
Leibenstein, “Entrepreneurship and Develop- 
ment,” American Economic Revie v, vol. 64 (June 
1968). 


Our next analytic step is to relate the 
individual’s perspective to a larger and 
internally differentiated group of people 
as a nation. For this purpose we have to 
introduce the concept of space. One can 
group the individual bidders for pro- 
duction assignments and the attached 
income chances within the overall mar- 
ket system according to their spatial 
affiliation. The spatial entities that we 
consider are smaller than the total space 
covered by the integrated network of 
market relations. That is to say, the 
circular flows that make up the economy 
typically cross the boundaries of spatial 
entities. In addition, we assume that the 
individuals of different spatial entities 
compete to a considerable degree for the 
same production assignments. I shall 
term such spatial entities, which from an 
economic point of view are arbitrarily 
delimited subunits, regions.? For the 
prosperity of a region—as I just specified 
it—basically the same perspective applies 
as for the individual market participant. 
Regional prosperity depends on how 
successfully the region’s inhabitants bid 
for production assignments—whether 
they get highly remunerated jobs and 
whether they secure for themselves 
highly profitable business. In other 
words, for a region’s prosperity, how the 
production assignments of the larger 


3. To avoid misunderstandings, let me give an 
example: the New York metropolitan area would 
be such a region, the Pacific Basin would not. The 
definition of “region” for the purposes of this 
article is also distinct from Ohlin’s concept of 
regions as economically homogeneous spaces. 
Bertil Ohlin, Interregional and International 
Trade, revised ed. (Cambridge, MA: Harvard 
University Press, 1967). Our integrated, supra- 
regional economic space, in turn, resembles in 
some respects a “region” as understood by Ohlin 
and by August Lösch, even though we shall later 
restrict their common condition of complete factor 
mobility. 
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market system are spatially distributed 
is important. : 

Considering the spatial distribution 
of production assignments, our atten- 
tion is directed to the decisive process of 
the creation and destruction of produc- 
tive capacity. That the market: assigns 
production tasks ‘to a spatial entity 
implies two things: (1) productive capac- 
ity is created in the region; and (2) the 
market underwrites this capacity by 
accepting its output. The first element 
can be the result of a successful bid—for 
instance, when supraregional business 
managers decide to build a new produc- 
tion plant in the region. It can also 
constitute part of the bidding act itself— 
for example, when local entrepreneurs 
start a business, hoping that they will be 
successful. In both cases something 
enters the picture that can be called the 
competitiveness of the region and that 
has to do with geographical character- 
istics—like closeness to important mar- 
kets or endowment with natural re- 
sources—as well as with individual and 
social characteristics of the population 
and with previous investments in the 
region’s productive potential, or infra- 
structure. If the set of preconditions 
called regional competitiveness does not 
favor such an undertaking, the risk of 
creating productive capacity is less likely 
to be taken—by local as well as by 
foreign entrepreneurs. If it is taken— 
that is, if failure is not being antici- 
pated—the second criterion, acceptance 
of the output by the market, must still be 
met. i l 

The market does not only assign 
production tasks associated with income 
chances; it also withdraws them. This is 
the case when new productive capacity 
elsewhere leads to superior offers. Physi- 
cally, the old capacity continues to exist, 
but economically it becomes worthless. 
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Figuratively, it is being destroyed. The 
result ‘is that the region has become 
poorer as a consequence of extrare- 
gional competition, while another region 
has added to its income-generating pro- 
ductive capacity. Especially vulnerable 
to such substitution cum invalidation of 
capacity are regions with a highly special- 
ized productive structure, which face, in 
additicn, the danger of shifts in demand 
to different categories of goods and 
services. If they do not adjust in time 
these regions’can be left with a tre- 
mendously reduced productive capacity.‘ 

The amount of market-proof produc- 
tive capacity, embodied in locally owned 
and foreign-owned enterprises, consti- 
tutes the wealth of a spatial entity. And 


-from a spatial point of view, the compe- 


tition for production assignments is com- 
petition between spatial entities for the 
allocation of such market-proof pro- 
ductive capacity. Endowment with pro- 
ductive potential, which plays so crucial 
a role for neoclassical explanations of 
trade and the corresponding allocative 
prescriptions, must thus in an important 
aspect be seen as a result, and not as a 
determinant, of competitiveness. It is 
the prize for which spatial entities, 
implicitly or explicitly, compete.° 


4. The impact of adverse market develop- 
ments cn a spatial entity is only in degree, not in 
principle, different from that on a firm. As Nelson 
and Winter say, “The ‘gales of creative destruc- 
tion’ blow down the incomes not only of capital- 
ists and managers but also of workers whose skills 
have become obsolete and of people who were 
unluck~ enough to live in places where industry 
has become obsolete.” Richard R. Nelson and 
Sydney E. Winter, An Evolutionary Theory of 
Economie Change (Cambridge, MA: Belknap 
Press, 1982), p. 369. 

5. One could even say that from a policy 
perspective the nexus of endowment arising out of 
trade chances is more important than the classical 
and neoclassical nexus of trade chances being 
implied in endowment. ’ 
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Now, it is well known that productive 
capacity tends to become unevenly 
distributed over space. Some locations 
are naturally more advantageous than 
others. But most important, the advan- 
tages of agglomeration reinforce spatial 
concentration once it. has started. Thus 
economic growth gives rise to spatial 
structures of centers and peripheries; for 
our purpose we neglect here all the finer 
subdivisions and complications.6 At a 
given point of time—with the exception 
of revolutionary changes, of which we 
shall speak later--most production 
assignments go to centrally located bid- 
ders rather than to peripheral ones. This 
applies also to the newly created assign- 
ments, so.that production and income 
tend to grow more rapidly in the central 
spaces. But the increase in demand that 
derives from economic growth in the 
centers also benefits the periphery as the 
scarcity value of peripheral goods and 
services—for example, agricultural prod- 
ucts, raw materials, tourism—increases 
and as central production catenas into 
the periphery.” 

- However, the most daii benefit of 
. central growth for ‘peripheral popula- 
tion has always been the chances it 


provides for emigrants.- For. the distri- 


bution of income chances among the 
economically active, the spatial dimen- 
sion would become nearly irrelevant to 
the degree that migration became feasible 


6. One of the first to bring up this araposition 
was von Thitnen in-his Der isolierte Staat in 
Beziehung auf Landwirtschaft und Nationalékon- 
omie (1842). Elaborated to a high degree of 
sophistication by August Lésch—see, for example, 
his Economics of Location (New Haven, CT: Yale 
University Press, 1954)—it served later as theo- 
retical pillar for the dependencia approach to 
Third World underdevelopment. 

7. On the other hand, demand that arises in 
the periphery tends to be absorbed to a much 
larger degree by centrally located producers. _ 
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and financially and psychologically with- 
out cost. But suppose migration beyond 
certain distances is a rather difficult—in 
the extreme case, prohibited—option 
for most people. Then the spatial dimen- 
sion of competition for production 
assignments is a very significant one. 

Spatial affiliation determines then the 
income chances of the non-entrepreneurs 
because it limits- their access to produc- 
tive capacity, on which in turn the value 
of their work depends. Moreover, a 
region’s competitiveness, as specified 
previously, determines to a considerable 
degree the chances that local entrepre- 
neurship can build up market-proof 
productive capacity, thus creating re- 
gional wealth as well as assuming the 
function of a growth engine for the 
whole supraregional economy.’ To the 
degree that migration barriers are effec- 
tive, the unequal spatial distribution of 
production implies privileged and under- 
privileged work force segments, the latter 
being confined to regional labor markets 
with relatively few highly productive 
jobs, a relatively low marginal produc- 
tivity at full employment, and hence a 
relatively low average wage. 

To recapitulate, a spatial hierarchy, 
which is so decisive for a region’s and its 
inhabitants’ prosperity, evolves on the 
basis of two preconditions: (1) an inte- 
grated supraregional market, which sets 
bidders for production assignments from 
various regions in competition with each 
other so that competitively disadvan- 
taged regions get fewer and less privi- 
leged assignments; and (2) barriers to 
migration that prevent the population 


8. However, this does not rule out the possi- 
bility that entrepreneurs in relatively poor periph- 
eral regions do highly profitable business, espe- 
cially if they control a significant part of the 
region's productive capacity. 
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of disadvantaged regions from com- ` 


peting in the labor markets of the advan- 
taged regions for access to income- 
generating productive capacity. 

But to what extent would regional 
income privileges emerge if these two 
conditions prevail? Competition is an 
equalizing mechanism, more or Jess 
forcing competitors to adjust to the 
quality and price standards set by others 
in their bid for production assignments. 
This individual adjustment tends to keep 
everybody in the market or to return 


those who have been pushed out. Spa- | 


tially it means that the competitively 
weaker—because somehow disadvan- 
taged——regions take .over production 
assignments under less favorable condi- 
tions, as less skilled individuals do. If 
large-scale migration is ruled out, this 
downward adjustment goes on, in theory, 
until everywhere everybody—whose 
preference for idleness is low enough— 
is occupied. Production is spread over 
the space evenly in accordance with 
locational advantages and disadvan- 
tages, exhibiting a division of labor in 
line with the logic of comparative costs. 
Individual wages vary according to a 
center-periphery pattern, reflecting the 
true economies of agglomeration. Cen- 
tral growth dissipates to the periphery as 
soon as the cost of central labor sur- 


passes the economic value of these econ- .. . 


omies of agglomeration.’ 


SHIFTING COMPETITIVE 
ADVANTAGES 


interet onal equilibrium considera- 
tions lead, thus, to results that are not 


_ 9. On the other hand, if there is general 
unemployment—due to a malfunctioning of the 
overall system’s circular-flow mechanism—it is 
rather likely that it becomes TRET concentrated 
in the periphery. 


too different from the international divi- 
sion of -abor as envisaged by the modern 
versions: of classical trade theory. But 
major differences emerge when we con- 
sider changes in the spatial structure: If 
we look at classical economies with their 
own, basically independent, dynamic of 
accumulation, we will see changing com- 
parative advantages and corresponding 
structural adjustments as relative factor 
endownents, including skills, change. - 
On the other hand, if we look at the 
hierarchical spatial structure of one inte- 
grated supraregional economy, we will 
insteac see improving and deteriorating 
marker positions of spatially identifiable 
populétion ‘segments, as. competitive 
advantages shift arom one region to 
another. 

The immediate effect of a shift in 
competitive advantages from A to B is 
that E takes over production assign- 
ments from A and receives the corre- 
spond-ng income. Seen from a spatial 
perspective, population segment B, which 
lives im region B, takes over the jobs of 
population segment A, which: lives in 
region. A. The A people are being pushed 
out of the market. To get production 
assigmments anew, mey wou have 
either to | l 


-—regain their old ER N advan- 
tage through improvements in the 
region’s performance potential— 
nore efficient local enterprises or 
increased attractiveness of the 
region to supraregional enterprises; 

—compensate the loss of competi- 
tiveness by adjusting: wage demands 
cownward; 

—compete successfully for newly— 

-~ in the way of general growth— 
erising production assignments; or 

—take over production assignments 
formerly held by others. 
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The last possibility would correspond to 
the shift in. comparative advantages 
emphasized by classical trade theory. It 
presupposes that the B people, who take 
over the A people’s production assign- 
ments, give up uno ictu some other 
production assignments since they can- 
not do everything at once, or in other 
words, as. the economy works at the 
limits of its capacity: But often this is not 
the case. A competitive substitution of 
production typically proceeds by creating 
new capacity and simultaneously deval- 
uating capacity elsewhere. It enables 
one segment of the work force to pro- 
duce more while diminishing the produc- 
tive potential of another segment. The A 
people can only hope that by adjusting 
their wage demands downward they will 
attract new investment in the next round 
of general growth or capacity renewal. 


But it is also possible that the initial loss - 


of production and income may make 
region A less attractive in terms of 
agglomeration. The region then moves, 
so to speak, toward a peripheral posi- 
tion in the spatial structure and faces the 
necessity of even more pronounced 
downward adjustment. 

Now consider the case of several 
regions that have been largely protected 
against substitutive external competi- 
tion and that, therefore, have experi- 
enced their own autonomous accumula- 
tion processes. If these regions are ex- 
posed to each other’s competition— 
because trade restrictions and geo- 
graphic distances matter less—major 
dislocations are quite likely to occur. 
And it would be pure chance if in each 
region losses and gains of production 
assignments were balanced. Thus, on 
top of large-scale structural adjustment, 
one or some regions will have to cope— 
at least in the first round of spatial 
reshuffling—with a loss of production, 
employment, and income. 


S 
‘ 


Two sorts of losers should be expected. 
First, relatively inefficient local produc- 
tion capacity tends to be invalidated. by 
newly created superior capacity else- 
where. The region’s per capita income 
shrinks or—in the context of general 
growth—experiences relative stagnation. 
Part of the population reduces its con- 
sumption. The other part buys and sells 
more outside of the region and less 
within the region—that is, it gets more 
integrated into the supraregional econ- 
omy—while the region itself becomes 
economically disintegrated. 

The other sort of losers are those who 
suddenly face the competition of almost 
equally efficient, but much cheaper, 
production elsewhere, as the new mobil- 
ity of capital and technology erodes 
former efficiency advantages and the 
income privileges based on them. The 
region as a whole, if it cannot attract or 
create sufficient production assignments 
in other sectors, loses part of its inher- 
ited central position to a catching-up 
periphery. As in the previous case, the 
circular flows of economic exchanges 
are redirected across the regional bor- 
ders, while part of the regional popu- 
lation is being excluded. 

Having discussed so far in abstracto 
the implications of market integration 
for spatial subunits, I shall now apply 
the results of the analysis to the reality of 
today’s international economy. It is the 
thesis of this article that the Western 
nation-states have been caught in a 
process of increasing exposure to exter- 
nal competition for many years and that 
the process is gaining momentum, so 
that their economies resemble less and 
less the integrated-circular-flow model 
of orthodox theory and more and more 
the regional model previously outlined. 
But while they become integrated into a 
supranational world economy their 
national boundaries continue to consti- 
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tute effective barriers to labor migra- 
tion. Contrary to the formation of inte- 
grated supranational market networks, 
nation-states continue to pursue in a 
sovereign way the collective national 
interest. They turn, economically speak- 
ing, more than ever into regions with 
their own political will. The wealth of 
nations becomes a matter of securing for 
a country a favorable position in the 
supranational spatial hierarchy. It is in 
the national economic interest to attract 
favorable production assignments to the 
national territory—and to the national 
population, which is confined to this 
territory—and to prevent the world 
market from withdrawing the assign- 
ments.!° Therefore the highly industri- 
alized countries face the challenge of 
increasing exposure on three fronts: 


1. Countries with roughly équally 
efficient, albeit differently structured, 
industries invade more and more each 
other’s traditional markets. This chal- 
lenge is in principle being handled by 
increasing intra-industry specialization 
without excessive dislocations. 

2. The bulk of industrialized coun- 
tries face the competition of superior 
innovators in some other countries, most 
notably Japan. 


10. In other words, the national economic 
interest calls, under the conditions of integrated 
supranational markets, for an essentially mercan- 
tilistic policy orientation. The argument, which 
guides policy practice all over the world but which 
is vehemently opposed by mainstream economic 
theory, is more fully developed in Alfred Pfaller, 
“Internationale Produktionsstruktur, nationaler 
Wohlstand und neo-merkantilistische Politik,” in 
Der Kampf um den Wohlstand von Morgen: 
Internationaler Strukturwandel und neuer Mer- 
kantilismus, ed. A, Pfaller (Bonn: Neue Gesell- 
schaft, 1986). See also Harry Shutt, The Myth of 
Free Trade: Patterns of Protectionism since 1945 
(Oxford: Basi] Blackwell, 1985). 
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3. TEey all have to cope with a loss of 
industr-al production to new low-cost 
locations in the former periphery of the 
world economy. 


The las: challenge is potentially the most 
threatening one for the old industrial 
countries. | 


THE NEW LOW-WAGE COMPETITION 


In those areas of the world where the 
stock of productive capital per inhabi- 
tant is very low——due in part to the late 
start of industrialization and in part to 
the vezy dynamics of center-periphery 
relations—and where, therefore, average 
labor productivity is very low, too, a 
large ill-paid or outrightly unemployed 
labor Torce has emerged that is kept by 
natioral boundaries from migrating to 
the world’s high-wage areas.!! In the 
course of the past decades this labor 
reserve has increasingly become avail- 
able for industrial production as a sub- 
stitute for high-wage labor in the regions 
of the world’s industrial centers. The 
preconditions for this new availability 
are: cecreasing costs of long-distance 
communication and transportation, 
improved physical infrastructure in the 
low-wage countries, improved education 
of the labor force, emergence of large- 
scale urban labor markets due to inter- 
nal migration, guaranteed stability of 
the social relations of production, and 
accessibility of the important markets. 
To tke degree that these conditions are 
fulfil.ed, the old disadvantages of indus- 
trial production in the periphery—espe- 


11 For the dynamics of unemployment in the 
less developed part of the world, see Hilde Wander, 
“Population, Labor Supply, and Employment in 
Devel>ping Countries,” this issue of The Annals 
of the American Academy of Political and Social 
Science; Guy Standing, “Unemployment and the 
Recomposition of Labor Reserves,” ibid. 
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cially distance—disappear. The poten- 
tial productivity of peripheral labor 
makes a big jump. 

But the scarcity value of labor, as well 
as of land and environment, in the 
periphery stays much below that in the 
industrially central countries. Thus pe- 
ripheral labor is more and more in a 
position to bid successfully for produc- 
tion assignments. The once rather closed 
labor market of the highly industrialized 
areas are being opened up to low-wage 
competition, in-spite of the barriers to 
migration in the form of national fron- 
tiers. The tendency toward wage equaliza- 
tion, which corresponds to the decreasing 
productivity differentials of industrially 
employed labor, imposes itself through 
the mobility of technology, capital, and 
goods. For certain jobs high-wage bid- 
ders do not have a chanc2 any longer. 
They have to adjust their demands to the 
low standards of the newcomers if they 
cannot secure other exclusive produc- 
tion assignments. }2 

But the relocation of industries from 
high-wage to low-wage regions does not 
in itself contribute to the likelihood of 
new high-wage jobs becoming available. 
The immediate effect is rather that cer- 
tain population segments of the periph- 
ery become included in the circuit of 
economic exchanges while inhabitants 
of the central regions are left out. The 
low-wage bidders replace their competi- 
tors not only as sellers in the labor 
market but in part also as buyers in the 
goods markets. The other part of the 
contested chunk of income goes to the 
customers of the relocated industry who 
benefit from lower prices. National 
accounts will show more trade, as more 


12. It should be noted that this result corre- 
sponds to the theorem of trade-generated factor 
price equalization, which is derived from the 
assumptions of neoclassical trade theory. 


goods cross national frontiers, but the 
volume of goods produced and ex- 
changed in the overall system does not 
increase.!3 In a static context, the low- 
wage countries experience a predatory 
growth at the expense of the high-wage 
countries. In the context of systemwide 
economic growth, one would have to reg- 
ister a dissipation of growth from the cen- 
tral countries to parts of the periphery.'4 

The empirical manifestation of this 
replacement process is being blurred, 
however, because at the same time there 
is another process occurring that corre- 
sponds to the orthodox notion of a 
rearrangement in the international divi- 
sion of labor in line with changing 
comparative advantages. Such rearrange- 
ments can be triggered by economic 
growth in the industrialized central 
countries that leads to capacity bottle- 
necks there and requires the mobiliza- 
tion of peripheral reserves. They can 
also be triggered by autonomous accu- 
mulation processes in Third World coun- 
tries that increase there the demand for 
imports—as autarky is neither feasible 
nor desirable—and hence the necessity 
to increase production for exports.!5 

13. See Alfred Pfaller, “The New Protection- 
ism and the Limits of Structural Adjustment,” 
Intereconomics, 18:5 (1983), for further elabora- 
tion of this argument. 

14. The notion of international crowding-out, 
as it has been developed by Michael Beenstock 
and Patrick Willcocks, reflects the predatory 
character of relocation-based growth of less devel- 
oped countries even though these authors confine 
their notion to the manufacturing sector and 
assume that the deindustrialization of the North 
leads to the concomitant expansion of other 
activities there. See Beenstock and Willcocks, The 
Cause of Slower Growth in the World Economy, 
Economic Forecasting Unit Discussion Paper no. 
76 (London: London Business School, 1980); 
Beenstock, The World Economy in Transition 
(London: Allen & Unwin, 1983). 

15. For a more elaborate presentation of the 
overlapping process of prowth-induced rearrange- 
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If these two autonomous sources of 
economic growth were powerful enough, 
industrial relocation would not consti- 
tute a threat for Western high-wage 
labor, except for the essentially tempo- 
rary problems of structural adjustment. !6 
Then indeed a new division of labor 
between old. industrialized countries and 
newly industrializing countries would 
emerge, with the former specializing 
more in production at the high-technol- 
ogy end of the industrial spectrum and 
the latter dominating the technically 
mature production processes. The prob- 
lem with this harmonious picture of 
the evolving North-South trade is that 
it is dependent on sufficient growth. 
The forces behind the wage-difference- 
induced relocation process do not be- 
come weaker when economic growth 
slows down. The replacement of North- 
ern high-wage labor by Southern low- 
wage labor goes on even when the 


growth-dependent demand for high-tech 


goods and nontradables can no longer 
provide an adequate compensation for 


ments in the international division of labor and 
wape-difference-induced relocation, see Alfred 
Pfaller, “The Changing North-South Division of 
Labor. Promises, Threats and EC Policy Options,” 
Kyklos, 39:1 (1986). See also Gray’s distinction 
between pull and push disturbance in Peter Gray, 
“Towards a Theory of Adjustment Policy,” 
mimeographed (New Brunswick, NJ: Rutgers 
University, 1986). 

16. As Gray shows, even these temporary 
adjustment problems can be rather intractable and 
can spell permanent unemployment for quite a 
number of workers. H. Peter Gray, “The Interna- 
tionalization of Global Labor Markets,” this issue 
of The Annals of the American Academy of 
Political and Social Science. Beenstock and Will- 
cocks also attribute a large part of the present 
unemployment in industrialized countries to the 
short-term intractable adjustment problems caused 
by rapidly increasing competition from less devel- 
oped countries. See Beenstock and Waulcocks, 
Causes of Slower Growth. 
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the disnlaced producers: As a conse- 
quence. part of the Northern work force 
is then eliminated from the high-wage 
job market. In an analogy to spatial 
considerations one could say ‘that these 
job seekers move to the economic periph- 
ery, even though they live in highly 
industrialized countries. Like the aca- 
demic who has to gain his income as 
night watchman, they will have to’ bid 
for low-wage jobs or stay unemployed.!” 

But there is a counterargumént that 
carries 3ome weight. It says that the low- 
wage advantage of the periphery matters 
much less than the idea of rapidly 
decreasing diseconomies of distance 
would suggest. Two lines of reasoning 
can lead to this conclusion. One empha- 
sizes the decreasing importance of labor 
costs a3 many standardized production 
processes become more and more 
automatized. Other advantages and dis- 
advantages associated with certain loca- 
tions therefore have more weight. Higher 
requirements are to be met in terms of 
infrast-ucture, productivity, and reduced 
transport costs before a peripheral loca- 
tion can compete with the central ones. !8 
The other line of reasoning maintains 
that many production processes become 
destandardized again as new quality and 


17. For a similar assessment of what may be 
called the low-wage threat, see John M. Culbert- 
son, Insernational Trade and the Future of the 
West (Madison, WI: 21st Century Press, 1984). 

18. Also, it is less: casy for local enterprises of 
the per pheral countries to compensate for the 
advantege the large established firms have in 
terms o” internalized—and thus not readily trans- 
ferable—organizational expertise. See on this 
point, for example, Michael E. Porter, Competi- 
tive Strategy: Techniques for Analyzing Industries 
and Competitors (New York: Free Press, 1980); 
Boston Consulting Group, Les mécanismes fonda- 
mentaux de la compétitivité (Boulogne-Billan- 
court: 2ditions Hommes et Techniques, 1982); 
Nelson and Winter, Evolutionary Theory of Eco- 
nomic Thange, chap.5. > 
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performance dimensions are added to 
mature goods. Thus competitiveness 
demands higher levels of technological 
and organizational sophistication than. 
the notion of standardized produc- 
tion know-how implies. This is a matter 
of expert personnel, of a network of 
sophisticated auxiliary services and sup- 
plies, and often of closeness to the 
market, due to the required intensity of 
communication.!9 
Neither the decreasing importance of 
labor costs nor the new importance of 
sophistication and local agglomeration 
can immunize the old industrialized 
regions completely against the threat of 
low-wage competition.” But both cer- 


19, The automobile is an example of such 
destandardization. See, for example, David Fried- 
man’s critique of the production strategy of U.S. 

-car-makers. Friedman, “Beyond the Age of Ford: 
The Strategic Basis of the Japanese Success in 
Automobiles,” in American Industry in Inter- 
national Competition: Government Policies and 
Corporate Strategies, ed. John Zysman and Laura 
Tyson (Ithaca, NY: Cornell University Press, 
1983). Also mentioned in this respect must be the 
notion of decreasing economies of scale in modern 
manufacturing and the increasing importance of 
flexibility, as it has been elaborated, for instance, 
in Michael J. Piore and Charles Sable, The 
Second Industrial Divide: Possibilities for Prosper- 
ity (New York: Basic Books, 1984) As Junne 
emphasizes, flexibility depends very much on the 
“economies of scope,” that is, on a locally concen- 
trated, diversified network of production, which 
makes all sorts of supplies readily available. Gerd 
Junne, “Reregionalisierung: Chancen regionaler 
Reintegration von Produktion und Konsum als 
Folge der Entwicklung neuer Technologien,” in 
Jahrbuch Arbeit und Technik in Nordrhein- West- 
falen, ed. W. Fricke et al. (Bonn: Neue Gesell- 
schaft, 1985). 

20. See Hartmut Elsenhans’s argument on the 
limited effect of labor-saving technologies in 
undoing the competitive advantage of low-wage 
locations. Elsenhans, “Absorbing Global Surplus 
Labor,” this issue of The Annals of the American 
Academy of Political and Social Science. See also 
Pfaller, “Changing North-South Division of 
Labor,” pp. 95 ff. 
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tainly raise the threshold of precondi- 
tions that have to be fulfilled before 
industrial relocation to the periphery 
becomes advantageous. And for the 
time being they probably exclude many 
Third World countries from the circle of 
candidates for large-scale relocation. 
On the other side, the formula of low 
wages plus sophistication plus social 
stability should be considered a rather 
good recipe for competitiveness. Accord- 
ingly, the most developed among the 
newly industrialized countries are serious 
rivals to the old central countries when it 
comes to the future location of many 
industries. 


HIGH-TECH COMPETITION AND 
THE REDUCED PRIORITY 
OF FULL EMPLOYMENT 


If we want to speculate about the 
quantitative impact on Western employ- 
ment of future low-wage competition, 
we must not only take into account the 
reinforcement of old central advantages 
but also the new trade restrictions that 
artificially increase the home advantage 
of national production and that evi- 
dently slow down the process of indus- 
trial relocation.2! Under these circum- 
stances, the danger of the replacement 
of high-wage jobs in the North by low- 
wage jobs in the South may appear as 
rather limited. Unfortunately, however, 
the transnational integration of markets 
has created a context that prevents 
national employment security in the 
North from being restored that way. 

Trade barriers do not protect export 
markets. They do free the industrialized 
countries of the necessity of competing 
with foreign bidders for production 


.21. The avoidance of trade barriers is, for 
instance, a major consideration guiding the invest- 
ment policy of transnational corporations. 
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assignments in order to keep their work 
force employed at the high wages they 
are used to.? The promise of continuing 
competitiveness in a broad range of 
industries despite the periphery’s low- 
wage advantage hinges on the condition 
that production becomes destandard- 
ized, that it moves ahead to ever new 
levels of quality and sophistication 
before standardization catches up. Not 
only must standardized products remain 
largely unacceptable to the market— 
otherwise high-wage employment has to 
retreat into niches—but the pace of 
national innovation also has to keep up 
with that of foreign competitors. The 
strategy that can protect against dis- 
placement from the low-wage side also 
makes a country vulnerable to displace- 
ment from the high-tech side. Competi- 
tion is no longer an equalizing mecha- 
nism, which by and large forces every 
bidder to conform to the standards of 
the market, but a race. Being outbid is 
not just. a signal for adjustment but 


22. As far as the reservation of home mar- 
kets for national suppliers is concerned, it might 
save jobs as it spreads the costs óf low competi- 
tiveness over the whole national population. But 
collective impoverishment will not be avoided that 
way if the lame ducks cannot be pulled along by 
other, highly competitive national industries. See 
Dauderstadt and Pfaller, New Zero-Sum World, 
pp. 45 ff. Thus reducing foreign exposure for the 
sake of maintaining social stability at home—as it 
is proposed, for example, in Harry Shutt, Myth of 
Free Trade; Wolfgang Hager, “Free Trade Means 
Destabilization,” Intereconomics, 191) (Jan.-Feb. 
1984); David Gordon “Do We Need to Be No. 1?” 
Atlantic Monthly, (Apr. 1986)—can make sense 
as a way of dealing with an existing competitive 
situation or of improving the preconditions for 
future competitiveness. But as an alternative to 
competitiveness—as a recipe for escaping in the 

‘long run the dictate of international competi- 
tiveness—it is extremely risky because the com- 
parison with the outside world will be increasingly 
disadvantageous for the particular nation and this 
will be less and Jess socially acceptable. 
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easily means elimination from the con- 
test. There is no given comparative 
advantage that assures to, say, the Bel- 
gian orthe British workers the competi- 
tive edge that.is necessary to bid success- 
fully fcr production assignments in the 
high-tech sector. The endowment of all 
industrialized countries with a relatively 
large amount of human capital—highly 
educated workers, many engineers, a 
highly Jeveloped research-and-develop- 
ment apparatus, and so forth—does not 
endowthem automatically with market- 
proof high-tech productive capacity. It 
entitles. them to participate in the con- 
test but does not guarantee success. 
Anc it is not surprising at all that 
innovative capacity is significantly higher 
in certain regions of the industrialized 
West—as well as the newly industrialized 
South—than in others and that the local 
precorditions for that new type of pro- 
duction are much better at certain places 
than elsewhere. It is not only the dynam- 
ics of agglomeration that matter here, 
but also the social, political, and cul- 
tural ceterminants of the way produc- 
tion is organized.?3 In those countries 
where enterprises are systematically 
slowerin adjusting to continuous changes 
and/or that are less attractive to inno- 
vative enterprises, it will be increasingly 
difficult for the population to find jobs 
at all, et alone find jobs at the relatively 
high wages of the past. The countries that 
lag behind in the technological race 
become increasingly deindustrialized. 


23. This proposition has been central to mod- 
ern social science, the landmarks of the debate 
being essociated with names like Adam Smith, 
Max Weber, Friedrich Hayek, and more recently 
Mancur Olson. For a very perceptive discussion, 
see Ne‘son and Winter, Evolutionary Theory of 
Economic Change, part 5. It is also central to the 
ongoing policy debate about the appropriate ways 
of promoting industrial competitiveness, orga- 
nizing <nterprises, and so forth. 
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As a whole they move toward the periph- 
ery of the transnational economy, with 
all the consequences of internal dis- 
integration.*4 If nontradables absorb a 
relatively large part of rich countries’ or 
regions’ demand—a trend toward ser- 
vices!—a decline in manufacturing com- 
petitiveness may not appear that impor- 
tant at first. But since nontradables 
flourish there, where income is con- 
centrated, they also reinforce the decline 
of a region and the rise of another one 
once the process has gained a certain 
momentum. l 
International competition for high- 
technology market-shares is not a zero- 
sum game of the static sort, because the 
competitors also act as-growth engines, 
continuously creating new production 
assignments. But in the context of world- 
wide labor abundance this competition 
is not a cooperative game either. It does 
know losers, and not to end up among 
them must have the highest priority for 
the economic polity of the high-wage 
countries, because national prosperity is 
at stake in the most fundamental way.> 


24. What Nelson and Winter say about the 
evolution of firms is—by virtue of ageregation— 
equally valid for the spatial entities whose pro- 
ductive capacity is embodied in these firms: “Some 
firms track emerging technological opportunities 
with greater success than other firms; the former 
tend to prosper and grow, the latter to suffer losses 
and decline. Growth confers advantages that 
make further success more likely, while decline 
breeds technological obsolescence and further 
decline.” Nelson and Winter, Evolutionary Theory 
of Economic Change, p. 325. For the anatomy of 
regional decline in the United States, see, for 
example, Barry Bluestone and Bennett Harrison, 
The Deindustrialization of America: Plant Clos- 
ings, Community Abandonment and the Dis- 
mantling of Basic Industry (New York: Basic 
Books, 1982). 

25. Although orthodox macroeconomics has 
relatively little to say about the competitiveness of 
a nation—and much more about the balance of 
foreign trade—the concern about it is very promi- 


This priority of competitiveness in the 
context of rapidly changing market con- 
ditions implies that less emphasis can be 
put on employment security and stable 
working conditions than it used to be up 
to the mid-seventies. Societies have to 
be prepared to accept large-scale dis- 
placement for the sake of rapid adjust- 
ment.26 The priority. of competitiveness 
also implies that the governments try to 
provide rather favorable conditions for 
innovativeness and flexibility in the 
adjustment of national enterprises as 
well as for inward investment by trans- 
national enterprises. Measures to achieve 
these goals vary, but in general they 
have an austerity bias. Resources must 
be diverted from collective and indi- 
vidual consumption to investment. Prof- 
its must be boosted, wages and nonwage 
labor costs be kept rather tight. The tax 
load on enterprises should be lower 
rather than higher. There should not be 
too many restrictions on entrepreneurial 
freedom, neither from government nor 
from organized labor. The stimulation 
of demand has to step back wherever the 
corresponding measures, like fiscal expan- 


nent in the considerations that guide the actual 
economic policy of the Western nation-states. 
Some—such as Japan or France—proceed in an 
openly neomercantilistic fashion; others, like West 
Germany or Switzerland, are more subtle about it. 

26. See in this respect Michael J. Piore, 
“Perspectives on Labor Market Flexibility,” Indus- 
trial Relations, 25(2) (Spring 1986). The far- 
reaching consequences this may have for the 
Western welfare societies are provocatively laid 
out in John Goldthorpe, “The End of Conver- 
gence: Corporatist and Dualist Tendencies in 
Modern Western Societies,” New Approaches to 
Economic Life: Economic Restructuring, Unem- 
ployment and the Social Division of Labour, ed. 
B. Roberts, R. Finnegan, and D, Gallie (Man- 
chester: Manchester University Press, 1985). See 
also R. D. Norton, “Industrial Policy and Ameri- 
can: Renewal,” Journal of Economic Literature, 
vol. 24 (Mar. 1986). 
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sion or disproportional wage increases, 
conflict with the instrumental require- 
ments of the priority goal. Thus the goal 
of full employment must be largely 
neglected in practice. Moreover, full 
employment itself must be considered as 
ambivalent, because it increases the 
power of labor at the expense of profits 
and entrepreneurial freedom.?’ 

The fact that the increasingly inte- 
grated transnational economy continues 
to be fragmented in sovereign nation- 
states does not only politicize the com- 
petition for privileged production assign- 
ments, it also reduces seriously the 
political capacity of macroeconomic 
management. Countries whose economic 
polity is oriented toward the priority of 
national competitiveness are induced to 
tolerate more economic slack at home 
than they would under different condi- 
tions. And they are not inclined at all to 
take over responsibility for the stimu- 
lation of economic activity on a world- 
wide scale, as it would correspond to the 
transnational nature of the relevant 
market circuits.28 Thus the new kind of 
international competition brings about 


27. See on the last point Michal Kalecki, 
“Political Aspects of Full Employment,” Political 


Quarterly (1943). The austerity bias of com- . 


petitiveness-centered—and thus mercantilistically 
inspired—-policies is the central theme of Wolf- 
gang Hager, “The Neomercantilist Constraint,” 
this issue of The Annals of the American Academy 
of Political and Social Science. I have adopted 
Hager’s argument and integrated it into my line of 
reasoning. 

28. From this point of view it only follows that 
Japan and West Germany refuse to give in to U.S. 
demands that they should pursue a more refla- 
tionary economic policy. The transition from 
export-led growth to a growth regime that rests 
basically on internal demand is no Jonger the 
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unemployment not only for the losers 
but for all countries who struggle against 
being pushed to the losers’ side. Here 
seems to be one fundamental cause of 
the end of stable full employment as the 
Westera countries knew it before the 
1970s. The circular-flow logic of accu- 
mulation must be politically neglected 


_ because the spatial hierarchy of market 


positions has been shaken up thoroughly 
and the particularistic competitor’s logic 
has become salient.” l 
Circularity is also affected in the 
social organization of production. The 
end of stable full employment at rising 
real weges threatens the historical com- 
promise between labor and capital, which 
was thz social base of rapid accumula- 
tion after World War II. The ensuing 
conflict, in turn, puts at stake not only 
further national accumulation but also 
national competitiveness. To organize a 
competitive economy would then require 
either a new kind of social discipline, 
independent of the former quid pro quo, 
Or an uninterrupted superior competitive- 
ness, Which ensures continuing fullem- . 
ployment at rising wages for the national 
segment of the global labor force. 


crucial point. It is the new conflict in priorities 
between demand stimulation and competitiveness. 
.. 29. See Dauderstidt and Pfaller, New Zero- - 
Sum World, pp. 9 ff. 

' 30. This perspective is owed in large part to the 


' pioneering work in David Gordon, Richard Ed- 


wards, and Michael Reich, Segmented Work, 
Divided Workers: The Historical Transformation 
of Latour in the United States (New York: 
Cambridge University Press, 1982); Thomas E. 
Weisskopf, Samuel Bowles, and David Gordon, 
Heartsand Minds: A Social Model of US Produc- 
tivity Crowth (Washington, DC: Brookings Insti- 
tution, 1983). 
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l Abscrbing Global Surplus Labor 
By HARTMUT ELSENHANS 


ABSTRACT: Capitalist economies need rising wages to keep up demand 
for increasing outpat. But the increasing availability of Third World 
surplus labor for wcrld-market production threatens to uncouple wages 
from the developmert of productivity and to create, thus, a global deficit of 
demand that will profoundly disturb the growth mechanism of the 
capitalist world ecomomy. None of the counterarguments that are brought 

_ up in the debate on tke low-wage danger stands up to acloser examination. 
In order to check th s danger, surplus labor in the Third World must be 
absorbed through imward-looking development. This requires that LDC 
demand structure be adjusted in a government-controlled way to the LDC 
supply potentials—relatively simple goods for mass consumption. The 
North should push such strategies in the South according to the leitmotiv 
“resources for reform—reforms against resources” thus strengthening 
reformist Southern edites. 


Hartmut Elsenhans gradsated from the Free University of Berlin. He has been teaching in 
Berlin, Frankfurt, Marburg. Montreal, Salzburg, and Dakar, and is professor of interna- 
tional relations at Constance University. 


NOTE: A slightly modifed German version of this article was published in Der Kampf um den 
Wohlstand von Morgen, ed. Al-r2d Pfaller (1986). 
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ORTH-South relations have been 

marked since the beginning of the 
1970s bythe rise in oil prices. The 
leverage obtained by Third World coun- 
tries has been used to start a North- 
South dialogue, which up to now has 
not achieved concrete results. But the 
oil-price rise has been only the most 
visible stake in North-South relations. 
Less debated has been the very much 
more important change in international 
competitiveness of Third World labor- 
intensive industrial production. Effec- 
tively, there has been a real push of 
Third World low-cost industrial exports. 
It is not the subject of this article to 
criticize the geographical limitations of 
this push or the rather narrow range of 
products concerned, coupled with an 
even narrower range of products ex- 
ported by each of the leading countries 
of export-led growth. My contention is 
that even if this export-led growth has 
been limited, it is sufficiently important 
to disturb the fundamental mechanisms 
of growth in the industrial countries and 
hence also in the Third World countries 
pursuing this strategy, because the push 


is insufficiently important to transform. 


Third World labor markets. Export-led 
growth in Third World countries engen- 
ders and reinforces underconsumption- 
ist tendencies in the international econ- 
omy because it diminishes the bargaining 
power of the working class in the center 
without creating bargaining power of 
nascent working classes in the periphery. 
By the implied shift of bargaining power 
from labor to capital, capital’s role of 
implementing cost-reducing strategies is 
insufficiently matched by a consump- 
tion-increasing labor strategy of sharing 
in increased output through rising real 
wages. 
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EXPORT-LED GROWTH LEADS TO A 
CONTRACTION OF WORLD DEMAND 


Basic to the argument is a Keynesian 
model of growth, the general implica- 
tions and theoretical foundations of 
which are not to be discussed here. 
Profit depends on realized net invest- 
ment, but the propensity to invest de- 
pends on the expectations about profits 
and markets. Capacity-increasing invest- 
ment will not take place if consumption 
does not increase. Capital-deepening — 
investment without capacity or without 
wage cost increases can only occur if 
total factor costs fall and hence if total 
factor income decreases. There is no 
such growth as proposed by Marx and 
Lenin, as well as by neoliberals, whose 
shared contention can be read as fol- 
lows: if labor cost is sufficiently low and 
hence surplus value sufficiently high, 
capital-deepening investment may clear 
the labor market. Evidence supports my 
contention. Clearly, capital intensity of 
production as measured by capital goods 
in constant prices employed per worker 
has risen in Western industrial coun- 
tries. But capital goods even at constant 
prices incorporate labor at secularly 
rising real wages. The contention that 
capital deepening or a rise of the organic 
composition of capital—the Marxian 
version of capital deepening—occurs 
has to be established by comparing 
direct labor and indirect labor units 
employed ‘in production. The most con- 
venient indicator is the capital-output 
ratio, which—at a constant share of 
labor in national income—follows the 
movement of the ratio of the cost of 
capital goods employed in production 
to the wages paid to workers and 
employees. The historical stability of 
the capital-output ratio in most indus- 
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trial countries need not be further 
elaborated. : 
Contrary to planned economies of 
the East European type, capitalism can- 
not grow by capital deepening, because 
such growth would mean either that the 
rate of accumulation would constantly 
outstrip the rate of production growth 
or that production growth rates increase 
in a geometrical manner. If the rate of 
production growth is outstripped by the 
rate of accumulation, an abrupt fall of 
the rate of profit is necessary; if produc- 
tion growth follows the rate of accumu- 
lation, the increased surplus in case of 
stagnant real wages requires that in any 
period the rate of capital growth has to 
be higher than in the previous one, until 
the share of labor in national income 
becomes negligible.! Capitalist societies 
require rather stable capital-output 
ratios and hence rather stable capital- 
wage ratios, if we discard the idea that 
capitalists use increasing shares of profit 
for nonproductive luxury consumption. 
Capitalist societies have historically been 
dependent on markets for mass-con- 
sumption goods; their coming into being 
required a balance of power rather favor- 
able to the lower classes.2 Capitalist 

1. The point is elaborated in Hartmut Elsen- 
hans, “Der Mythos der Kapitalintensitat und die 
notwendig falsche Technologiewahl der Entwick- 
lungslander,” in Technik und intzrnationale Poli- 
tik, ed. Beate Kohler-Koch (Baden-Baden: Nomos, 
1986), pp. 267-90, originally published in a more 
simplified version in Elsenhans, “Das Gesetz vom 
tendenzielien Fall der Profitrate,” Leviathan, 
7(4):584-97 (1979). Conclusions are similar to 
_ those achieved in Alain Lipietz, “Conflits de répar- 
tition et changements techniques dans la théorie 
marxiste,” Economie appliquée, 33(2):511-39 
(1980). 

2. Cf. Hartmut Elsenhans, “Grundlagen der 
Entwicklung der kapitalistischen Weltwirtschaft,” 
in Kapitalistische Weltskonomiz: Kontroversen 
über ihren Ursprung und thre Entwicklungsdy- 
namik, ed. Dieter Senghaas (Frankfurt: Suhrkamp, 
1979), pp. 103-50. 
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growth was tied to lower-class resistance 
in the form of wage bargaining and 
struggle for shorter work hours and 
improved labor conditions. Pawerful 
labor organizations or other mechanisms 
that increased the negotiating strength 
of labor are constitutive elements of 
capitalist growth. If Rosa Luxemburg 
had admitted increasing real wages as a 
reality in capitalism—which she dis- 
carded in her. model of the capitalist 
growth process—-she could have resolved 
the realization problem she detected in 
Marx’s reproduction schemes. The non- 
capitalist sector she required for main- 
taming growth is the working class of 
the industrialized countries—and not 
the periphery. Labor is sold and bought 
in a capitalist economy, but it is a very 
special commodity, the price of which 
does. not depend on its cost of reproduc- 
tion but on bargaining. 

Until recently, industrial countries 
have all been characterized by the 
common feature of having different, but 
to some extent comparably powerful, 
working-class organizations. Productiv- 
ity growth may have differed, but 
everywhere real wages tended to rise 
with productivity and until the 1929 
crisis, even downswings led to rising real 
wages because prices fell more rapidly 
than nominal wages, due to workers’ 
resistance. 

if such types of societies coexist with 
societies in which wages do not increase, 


. and if technology in the form of know- 


how or in the form of machinery is 
mobile, the societies with stagnant wages 
will acquire cost advantages in those 
branches where productivity is increasing 
less rapidly than the average: labor costs 
follow the average increase of produc- 
tivity, hence unit costs rise in branches 
with low productivity growth. If this rise 
is sufficiently high; the low-wage econ- 
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omy will become competitive even if 
productivity per man-hour is lower than 
in the industrial countries. Historically, 
this has been the case first in raw- 
materials production, where the deple- 
tion of low-cost deposits in the industrial 
countries limited productivity growth 
by technical progress. Today, this is the 
case of a great variety of eventually 
labor-intensive, often assembly-line- 
type—and then relatively capital-inten- 
sive—production lines. 

The industrial countries’ working 
classes’ advance in productivity com- 
pared to the Third World workers’ pro- 
ductivity is lower than the respective 
advance in real wages. Technology trans- 
fer as well as labor-intensive processes 
of production allows high-productivity 
employment of Third World workers in 
industrial production. The wages of 
these workers rarely amount to more 
than feeble fractions of wages in indus- 
trial countries. This development is not 
entirely new. Textile production in India 
had grown already in the 1880s and 
efficiently undersold British textiles on 


East Asian markets. But this process . 


was halted by the convulsions of the 
world economy during the world wars 
and the protectionist tide of the interwar 
period. This process of growing cost 
efficiency of Third World low-wage 
industries had inexorably to start in the 
relatively open post-World War II econ- 


omy and has found its manifestation in . 


the actual export push of the so-called 
newly industrializing countries, as well 
as of other low-wage countries that 
strive to obtain this status. The level 
of real wages arrived at in the indus- 
trial countries is, however, necessary to 
clear the market and to guarantee full 
employment. 

The working classes of the industrial 
countries are caught in the following 
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dilemma if the previously mentioned 
process gains momentum: if working- 
class organizations continue to raise 
wages—or to lower hours—the differ- 
ence in unit costs in relation to Third 
World sites of production increases and 
becomes lethal for a further number of 
production lines still established in the 
West. New industries are running away. 
The export of jobs is accelerated. If 
working-class organizations follow the 
advice of conservative governments and 
employers’ organizations, underconsump- 
tionist cendencies will develop and will 
actually lead to economic crises. 

The metropolitan working classes can 
no longer balance productive potential 
and consumption in the world economy. 
Are th working classes in the Third 
World in a position that makes them 
able to contribute to raise world con- 
sumption? Export-led growth has too 
little impact on Third World employ- 
ment aad cannot change the fundamen- 
tal imbalances in the structures of Third 


- World labor markets. The free export- 


processing zones employ some million 
mostly low-paid workers whose salaries, 
however, constitute already the bulk of 
the rezained value. At least, in this 
sector. multiplier effects of creating 
induced employment are low. But the 
free export-processing zones are not the 
only sites that participate in export-led 
growth. On. the basis of employment in 
Hong Kong textile manufacturing and 
the level of manufacturing exports of 
the Third World, the following estimate . 
of employment is possible: in 1977 there 
were 234,000 jobs with $3 billion worth 
of exports. Disregarding price rises for 
expori-led produced goods and dis- 
regarding also higher output-labor 
ratios in other countries—such as South 
Korea—and, in particular, in other 
brancies, $112 billion of exports in 
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manufactures from Third World coun- 
tries may have led to a maximum of 9 
million jobs. This number decreases to 6 
million if the estimate is based on the 
South Korean output-labor ratio of 
1977, and it decreases to 5 million if 
price rises of 5 percent are included. 
Indirect employment seems not to exceed 
direct employment. Empirical investiga- 
tions on multiplier effects have shown 
rather low values, unless employment in 
the production of raw materials, previ- 
ously exported without further trans- 
formation, is included. A most opti- 
mistic view may lead to 10 to 20 million 
jobs created by export-led growth di- 
rectly or indirectly. 

Even this probably exaggerated num- 
ber is totally insufficient in relation to 
total unemployment in Third World 
countries, which will increase in the last 
two decades of the twentieth century 
from 350 million to at least 700 million. 
Wage increases for workers in some 
plants in the Third World are matched 


by further relocation within the Third ° 


World. Increasing relocation of industry 
to Third World countries will create 
incentives to adapt technology to pre- 
vailing factor costs and remove the 
bottleneck of the lack of qualified work- 
ers. This will further diminish the bar- 
gaining power of workers in export- 
oriented plants, to the extent that such 
power exists. Unless the misery of the 
mass of the population, especially the 
rural population, is overcome, the un- 
limited supply of cheap unqualified 
labor is left unchecked. And to date, the 
process of relocation leads to the replace- 
ment of well-paid Western labor by low- 
paid Third World labor with the inevita- 


3. Cf. William R. Cline, “Can the East Asian 
Model of Development Be Genzralized?” World 
Development, 10(2):81-90 (Feb. 1982). 


ble consequence of a contraction of total 
world consumption demand. 


CONSIDERING SOME 
OPPOSING ARGUMENTS 


Governments in Western. countries 
adhere to the view that the danger of 
losing employment to Third World coun- 
tries should be met by a change of 
industry mix in the industrial countries. 
Although it is not necessarily true that 
productivity in those branches is suf- 
ficiently higher in the industrialized coun- 
tries than in Third World countries, a 
rise in productivity requires a rise in 
consumption. There may be doubts as 
to whether there is a sufficient number 
of industries in which the level of pro- 
ductivity allows the required wage rises 
and will lead to. full employment. .: 

It should be added that Western 
industrial countries are affected to dif- 
ferent degrees by Third World competi- 
tion. The less advanced countries and 
regions within countries in-the West 
have historically specialized in the same 
labor-intensive products that the Third 
World can offer today at lower cost. 
They are caught between the anvil of 
Third World labor-intensive exports and 
the hammer of high-technology exports 
of the leading industrial countries. The 
ensuing decline of the absorptive capac- 
ity of their markets leads to fewer outlets 
for high-technology exports from lead- 
ing industrial countries and diminishes 
the chances of structural change even 
there. 

It is sometimes contended that the 
use of microelectronics will stop, slow 
down, or even reverse the relocation of 
production to the Third World. But 
microelectronics raises the productivity . 
of labor. Either consumption is in- 
creased or hours of work are diminished. 
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Both measures counteract the hoped-for 
tendency toward falling unit costs and! 
remove the éxpected increase in com- 
. petitiveness. Microelectronics can be 
used also in Third World.countries and 
will save relatively high-qualified labor 
there, so that the comparative advantage 
-of Third World sites of pEcaucue may 
even increase, ` 

Obtaining fair labor ae in 
affiliates of transnational corporations 
(TNCs) located in Third World countries 
will have little impact. Export-led manu- 
facturing is organized by TNCs toa very 
- small degree.4 TNC foreign direct invest- 
ment is directed to areas where TNCs 
have an enterprise-specific comparative 
advantage in relation to other, national 
enterprises. The‘comparative advantage 
of a country due to its wage level is 
accessible also to national producers 
who are normally less vulnerable to 
critique for the exploitative character of 
‘the production concerned. Rising real 
‘wages in some TNC plants in Third 
World sites of production donot con- 
tradict the scenario sketched here be- 
cause they are limited in extent and 


because they concern but a small frac- 


tion even of the industrial working class 
in the Third World—less than 10 percent 
of Third World manufacturing employ- 
` ment in the TNC affiliates—and an even 
smaller fraction of the poten! work 
force. l 

.- The low volume of Third World 


manufactured exports compared to the ` 


consumption of manufactured goods in 


| 4 Cf. Angus Hone, “Multinational Corpora- 
_ tions and Multinational Buying Groups: Their 
Impact on the Growth of 'Asia’s Exports of 
Manufactures,” World Development, 2(2):145-49 
(Feb. 1974); Deepak Nayyar, “Transnational Cor- 
-porations and Manufactured Exports. from Poor 
Countries,” Economic Journal, 88(2): Tii (Mar. 

1978). 
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the Western industrialized countries is 
underlined by a number of authors. This 
share, Lowever, rose rapidly until pro- 
tectionist measures were enacted in the 
1980s. But it is absurd to defend a model 
of word growth. by asserting simul- 
taneously that it will lead ultimately to 
overcoming underdevelopment in the 
Third World and that its impact is 
negligible. 

The often voiced n that more 
jobs ‘have been lost in the West due to 
rationalization of production than due 
to Third World exports is irrelevant. In 
a closed ‘economic system, rational- 
ization-based losses of jobs can only 
occur if an insufficient expansion of real. 
wages impedes capacity-increasing invest- 
ment in the rationalized and other bran- 
ches of production. Only then will the 
job-kiling outrunning of. productivity 
compared to production take place. 

Theze has. been the contention that 
increased Third World manufactured 
exports will not decrease total world 


. consumption, as increased earnings of 


‘Third World countries would be used to 
offset imports of the same amont.’ The 
argume2nt would only be consistent if 


‘prices for goods, the production of 


which:s relocated, remain stable. This is 
not a very realistic assumption, as re- 


Jocaticn takes ‘place in order to lower 


costs aad hence prices, at least in competi- 
tive markets.-If relocation lowers prices, 
the real wage increase in industrial coun- 
tries would have to follow not only the 
increase in productivity but also the 


. amelicration of the terms of trade be- - 


tween the remaining industrial branches 


‘and the relocated industry. 


- §. P. de Grauwe ct al.,“Trade Expansion with ` 


' the Lesz Developed Countries and ee 


WWA, is 98-113 ee 
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Some statisticians want us to believe 
that there is still a positive balance in 
favor of the industrial countries in the 
West-South trade in manufactures. As 
long as the. Third World remains an 
exporter of raw materials—even of high- 
priced ones such as oil—this is inev- 
itable. But the argument is vitiated in a 
more fundamental way: such statistics 
normally include very highly priced 
imports from the Organization of Petro- 
leum Exporting Countries. I do not 
deny that higher raw-material prices 
could counteract the underconsump- 
tionist threat of export-led industrial- 
ization by redistribution between the 
West and the South, although this type 
of redistribution would probably bene- 
fit upper- and eventually middle-income 
classes in the Third World. Such statis- 
tics include also the newly industrializing 
_ countries with high and increasing inter- 
national indebtedness. Debt-financed 
balance-of-payments deficits of that cat- 
egory of underdeveloped countries have 
certainly reduced the slackening of capi- 
-talist growth in the industrial West 
during the greater part of the 1970s. But 
the end of this type of demand creation 
has been demonstrated. The balances of 
trade of the countries concerned are 
now characterized by high surpluses, 
even if the balances of payment are still 
in deficit because of the charges of debt 
servicing.. a 

Neoliberals may argue that the new 
competitiveness of the Third World 
countries will not influence Western 
industrial employment because changes 
in rates of exchange will rebalance trade 
flows. But the push of Third World 
export-led industrialization was based 
on devaluation. Changes in rates of 
exchange will probably not be admitted 
because the slackening of the export 
demand will endanger the whole growth 


model of this type of economy. It would 
further increase the competitiveness of 
products of the industrial West in Third 
World markets and change relative 
prices between Third World labor and 
Western products, thus creating a ten- 
dency toward higher real mass incomes 
in the South. This model. hence implies 
that incomes in the Third World reflect 
productivity. But rises in income with- 
out bargaining power of mass organiza- 
tions can theoretically be deduced only 
if a short supply of labor requires 
employers to raise the offered wage 
above the opportunity wage that a less 
productive plant can pay. The mecha- 
nism implies consequently a situation of 
nearly full employment, : which quite 
obviously does not exist.  - 

In a situation in which the price 
elasticity of the mix of products is low— 
a situation that Third World countries 
can offer—thereis even a great incentive 
to subsidize.exports in new product 
lines. This is the case if the opportunity 
cost of substituting essential imports by 
local production is high in relation to 
additional exports. State trading firms 


. can tax some more conventional exports 


and allow the export of new goods by 
financing measures such as the training 
of workers and the creation of infra- 
structures. Singapore and Hong Kong, 
where there is state auctioning of export 
licenses,® are already engaging in such 
types of measures, which broaden the 
range of products offered at low cost on 
world markets. 

The mollifying arguments about ex- 
port-led growth do not contradict the 
described scenario. Export-led growth 
may help to trigger growth processes in 


6. Morris E. Morkre, “Rent-Seeking and 
Hongkong’s Textile Quota System,” Developing 
Economies, 17(1):110-18 (Mar. 1979). 
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the Third World only to the degree that 
multiplier and linkage effects are-high. 
This strategy can be complementary to 


efforts to overcome the.unemployment’ 


problem by creating jobs in. inward- 
looking strategies; but it cannot resolve 
the employment.and poverty problem of 


Third World countries on its own. With. 


the.exception of Hong Kong.and Singa- 
pore, success has been achieved by coun- 


tries, like South Korea and Taiwan, that- 


have had: parallel strategies of imple- 
menting agrarian reform. and ° raising 
rural i incomes. 


CONDITIONS FOR ABSORBING | 
SURPLUS LABOR IN THE THIRD WORLD 


The fandariental: contradiction _of 


Third World-economies is the. diver- 
gence between the structure of-demand — 
and the disposability of required factors. - 


of production. Overcoming underde- 


velopment cannot be achieved if changes 


in the. structure of demand and changes | 


in the availability of factors of produc- 


tion do not lead to a narrowing of the | 


gap between:the two elements of the 


problem. Development policy up to © 


now has been. mainly concerned. with 
changes in the availability of factors of 
production. Training programs, techni- 
cal assistance, and concessional as well 
as nonconcessional resource flows were 
considered’ as means to.bring people 
into employment that was considered to 


be- productive. Productive employment ` 


.is employment in lines of production for 


which there is a solvent demand. at the 
prevailing prices. The productiveness of 
employment changes if the system of 
rélative prices and relative quantities of 
products in-demand are changed ‘by 
alterations of the demand: structure. 
The highly skewed income distribu- 


tion in most.of the Fhird World coun- 
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tries‘ has led to, a ‘demand.-structure 
where modern; mostly capital-intensive. 
goods predominate. The quantities pro- 
duced of each:item are-low;-production 
costs. arz often 'high. The local produc- 
tion. of required investment: goods is 
discouraged by the low quantities needed 
and the rather high degree of sophis- 
tication of the machinery-employed in 
such lines. aos 
° On the’contrary, the demand. basket 
of low-ncome receivers predominantly. 
contains food. and simple: industrial - 
goods. Parts of these goods can be © 
produc2d by. local artisans :of the so- . 
called -nformal sector and small and- 


- medium-sized enterprises. Thelocalcon: © ` 
tent ‘is high; imported technology, low; 


the capital-output ratio, rather low; and - 
a high proportion of the work force 


consists of unskilled workers or workers | 


who are trained in this very sector of 
production: But poor people also tend 


-to consume modern industrial products. 


However; at a constant level of national _ 
income.and’ an identical marginal pro- 
pensity for people with high incomes 


and those with low.incomes to‘consume `° 


products of a modern industrial sector, 
redistr bution in favor of the poor creates - 
aá structure of demand where fewer arti- 
cles- ace bought’in larger quantities. 


Economies of scale can be used as well- 
as full-capacity utilization for cost reduc- >- 


tion and foreign exchange savings. A `- 


more homogeneous consumer demand. | 
leads to a production pattern in which - ’ 


fewer articles are produced in larger 


quantities. Fewer different technolo gi eee S 


have to -be learned in comparable time 


periocs. Greater production runs in | 


fewer lines. .render- the demand’ for 
machmery more homédgeneous: more ` 
identizal machines are needed in greater 
numb2rs. A more homogeneous final 
demand for modern industrial products : 
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leads to a more homogeneous demand 
for investment goods and lower costs for 
local production of investment goods. 

Moreover, demand from people with 
lower incomes for modern industrial 
products is less. characterized by a desire 
for conspicuous consumption. A tape 
recorder or a transistor radio is valued 
less for the eventual capacity to impress 
friends and foes than for its original 
use, if bought by a rather poor person. 
Models can be democratized by re- 
moving gadgets. Production technology 
can be downgraded within the same 
product group—such as television sets— 
or within the same product family, as in 
the case of transport equipment, where a 
bicycle with a small engine might be 
produced instead of a sophisticated car. 

Lower technology requirements be- 
cause of lower quality requirements in 
the sector of modern industrial prod- 
ucts or because of the production of 
industrial products by small-scale and 
medium-scale enterprises are an essen- 
tial aid to promoting local machinery 
production of the necessarily low qual- 
ity, which can be achieved initially by 
the local work force. The training 
obtained by such local machinery pro- 
duction is the basis for creating the 
capacity to assimilate more sophisti- 
cated machinery and hence to switch 
over from technology import as tech- 
nology consumption to technology trans- 
fer as capacity to repair, to copy, and to 
adapt imported technology to local 
needs—and hence to comply to market 
forces. 

A strategy of absorbing surplus labor 
by adapting demand to resources instead 
of adapting resources to demand has to 
be centered first on the rural sector. The 
mass of the low-income receivers are 
rural, and the mass of additional con- 
sumer incomes in case of redistribution 
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will be spent on food. Agrarian reform is 
necessary so that’ proprietor-peasants 
use the available land more effectively. 
If grouped in loose cooperatives, they 
are capable of adopting yield-increasing 
innovation, but they will articulate a less 
diversified demand for new inputs and 
machinery than big landowners will and 
they will buy less new machinery and 
inputs for the same amount of agricul- 
tural production. This is so because they 
will never replace their own labor time, 
which in their calculation costs nothing, 
as long as they are poor and as long as 
there are no other opportunities for 
gainful work. 

Certainly, land reform has to be 
rather radical. It should give access to 
rural production to the mass of the rural 
population even if marginal product 
decreases.” If peasants are to increase 
production by increasing work time, 
they have to be offered material incen- 
tives. The mostly corrupt state-owned 
trading organizations should be cut 
back,.and free marketing of at least part 
of the production should be allowed in 
order to have the peasants produce a 
marketable surplus. Price efficiency does 
not necessarily mean that peasants will 
obtain the actual world market price, 
which may include a taxable rent, or 
that they will no longer have to buy the 
right to enter the market by delivering 
part of their harvest at reasonable prices 
to state trading organizations in order to 
contribute to:basic needs satisfaction of 
the poorer segments of society. 

if peasant initiative is to be mobi- 
lized, two axes for industrialization 


7. N. Georgescu-Roegen, “Economic Theory 
and Agrarian Economics,” Oxford Economic 
Papers, 12(2):1-40 (Feb. 1960); Ajit S. Bhalla, “On 
Nurkse’s Concealed Saving Potential,” Indian 
Journal of Economics, 40(159):305-10 (Apr. 1960). 
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become visible. First, local agricultural 
input and eventually transformation 
industry are necessary to complement 
additional rural work on scarce land 
with new inputs to increase yields more 
effectively and to utilize the possibilities 
of more efficient marketing. Second, 
production capacities for industrial con- 
sumer goods should become operative, 
because peasants will not increase their 
efforts if they receive only paper money 
and no goods. 

In order to prepare redistribution of 
incomes, the possibilities of the informal 
and small and medium-sized industrial 
enterprises have to be evaluated in order 
to determine which type of locally 
produced machinery would allow an 
increase of production and which type 
of consumption goods in demand can 
only be produced in modern industrial 
plants. From these evaluations a profile 
of the modern sector can be drawn that 
includes its contribution to inputs and 
machinery in agriculture, to inputs and 
machinery for the expansion of the 
informal small and medium-sized indus- 
try, to the modern sector itself, and to the 
consumption by various classes of soci- 
ety as a function of the projected evolu- 
tion of mass incomes. 

What is needed is a restructuring of 
the productive apparatus from high- 
income to low-income demand. This 
restructuring cannot be obtained only 
by redistribution of income. Simple 
redistribution measures will lead, at 
least in part, to inflationary pressures 
and/or increased imports because the 
productive apparatus of underdeveloped 
countries does not—and, by definition 
of underdevelopment as disarticulation 
or structural heterogeneity or sectoral 
divergence of productivity,’ cannot— 


8. Hartmut Elsenhans, “Rising Mass Incomes 
as a Condition of Capitalist Growth: Implications 
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react flexibly to changing demand. 

Planning is necessary, but implies 
dangers which I have described exten- 
sively elsewhere,® in analyzing the con- 
tradictory orientations of the dominant - 
state-clesses in most of today’s bureau- 
cratic development societies in nearly all 
underdeveloped countries. 

Such restructuring of the productive 
apparatus will allow the absorption of 
surplus labor by the following means: 


1. The out-migration from the coun- 
tryside will be slowed down because the 
rural-uzban gap in conditions of living 
will be narrowed. It can be shown that in 
an agriculture with evenly distributed 
holdings, labor time—the marginal 
product of which is below-average sub- 
sistenc? earnings—will be mobilized 
because additional product will be above 
zero, although below marginal cost. 
Peasants see only the additional surplus 
of supplementary work, not its cost. Ina 
cooperative of peasants, nobody knows 
who the marginal worker is. Capitalist 
big landowners maximize surplus or 
profit; peasants maximize production! 
by inczeasing time spent for work. The 
rational peasant is fairly well established 
by emzirical research. 

2. The increase of demand for indus- 
trial products from the agricultural pop- 
ulation increases the outlet of the labor- 


for the World Economy,” International Organi- 
zation, 37(1):30 (Winter 1983). 

9. Hartmut Elsenhans, Abhdngiger Kapitalis- 
mus o&er bitrokratische Entwicklungsgesellschaft: 
Ein Versuch über den Staat in der heutigen 
Dritter. Welt (Frankfurt: Campus, 1981), pp. 118- 
92; idem, “Capitalisme d“tat ou société bureaucra- 
tique Jéveloppement,” Etudes internationales, 
13{1):2-22 (Mar. 1982). 

10. Hartmut Elsenhans, “Agraverfassung, 
Akkunulationsprozess und Demokratisierung,” 
in Agrarreform in der Dritten Welt, ed. H. Elsen- 
hans (New. York: Campus, 1979), pp. 505-672. 
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intensive, informal, smell and medium- 
sized industrial sectors, which train their 
own labor force. Increasing numbers of 
outlets lead to increasing employment at 
wage rates slightly higher than incomes 
in agricultural production. This growth 
enlarges the market constituted by mass 
incomes and leads to a demand for 
simple technology, on which the growth 
of local production of machinery can be 
based. 

3. Amore homogeneo.is final demand 
allows a more efficient use of capital in 
the modern sector, with higher local 
content—or more forward linkages. 
Scarce foreign exchange 2arnings can be 
used to create more jobs in the modern 
sector per unit of money spent. 

4. The establishment cflocal produc- 
tion of machinery, even if initially of low 
quality, creates the basis for assimilating 
selectively realized techrology imports 
and contributes to the farther integra- 
tion of the more modern with the more 
traditional economic sectors. Such a 
proposal does not imply that the South 
should imitate the West im consumption 
patterns and styles of life. It implies, 
however, that the elites im the South no 
longer hide their privileges behind the 
pretense of maintaining the cultural 
identity of their countries by defending 
their own privileges. Mass consumption 
can take various directions. National 
identity in the West continues to exist. 
Why should Indian consumers adopt 
Western habits of clothing and eating in 
order to produce locally the machinery 
for increasing their cloth and food pro- 
duction? And are there cu_turally mean- 
ingful differences in ways of tilling the 
soil or working metal pieces for mechan- 
ical purposes? Differences are due to 
technical development, and low-income 
classes of the.population in the South 
are especially eager to adopt low-cost 


products and toil-diminishing instru- 
ments and machinery. 


Would such restructuring lead at least 
temporarily to increasing competitive- 
ness of Third World countries? Cer- 
tainly to some extent, but as full employ- 
ment can be achieved rapidly, the new 
Taiwans and South Koreas would expe- 
rience rising wages because there would 
be no reserve army of unskilled labor. 


THE CONTRIBUTION OF 
INDUSTRIALIZED COUNTRIES 


Restructuring the productive appa- 
ratus of underdeveloped countries will 
require money. Such restructuring is 
also composed of the establishment of 
plants that can produce products for 
which demand would increase if incomes 
were redistributed. Such restructuring 
also requires planning and political com- 
mitment of those parts of state classes in 
Third World countries who take essen- 
tial decisions on development policies. 
These three requirements determine the 
eventual contribution of Western indus- 
trial countries. 

In everyday development policy, the 
projects that should be given priority are 
those that can be used also in case the 
focus of the development policy changes 
from elite to mass needs. 

In the North-South dialogue, the 
Western industrialized countries should 
not simply oppose a refusal to the 
demand of the South for global negoti- 
ations but should consider their own 
definition of the global character of 
negotiations, which must include the 
necessary reforms in the economic and 
social structures of the South. 

The leitmotiv would have to be 
“resources for reform—reforms against 
resources.” 

State classes in the Third World are 
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not only cynical. They are segmented. 
Some segments do realize that develop- 
ment requires redirection of the produc- 
tive apparatus to mass needs. As seg- 
ments of state classes will couple their 
own interests in more power, income, 
and prestige only with such strategies, if 
there seems to be a chance of realizing 
them, a firm commitment of Western 
industrialized countries today to give 
priority to reform directly or indirectly 
through appropriate project selection 
would therefore greatly influence the 
outcome of the rivalries between seg- 
ments of state classes in favor of the 
reforms without interfering in an illicit 
way in the internal affairs of such coun- 
tries. It should be noted that the lack of 
commitment of Western countries to 
reformist policies in the Third World 
has certainly discouraged such strategies 
and strengthened anti-reformist seg- 
ments of state classes. 

The probably time-consuming absorp- 
tion of surplus labor in such a mass- 
consumption-based development strat- 
egy would remove the inexhaustible 
supply of low-skilled cheap labor. By 
creating productive employment with 
rising mass incomes, increases in exports 
through local or foreign enterprises will 
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exert pressure on the labor market and 
bring labor markets to a form of func- 
tioning where increased demand for 
labor leads to incréased wages and where 
working-class organizations do possess 
some leverage. | 

This outline of a new development 
strategy will not lead to a bureaucratic 
world economy. On the contrary, in- 
creased mass consumption will allow 
increasing reliance on market mecha- 
nisms after restructuring is achieved and 
will integrate the mass-consumption- 
based economies of the South into a 
liberal world economy, because full 
employment and rising mass incomes 
will create the objective conditions for 
mass incomes to follow productivity 
increases. 

The mechanism of maintaining the 
conditions of existence of free-market 
economies—that is, that final consump- 
tion, especially mass consumption, is 
increased in order to create outlets for 
more efficient production—wiill then be 
extended also to the underdeveloped 
world. The South would become ready 
to be fully integrated into an open world 
economy where capital’s and labor’s 
power are balanced. 
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Creating New Jobs in the Service Sector 
By MANFRED WEGNER 


ABSTRACT: The U.S. experience in the decade since 1973 shows that 
slow economic growth is compatible with the large-scale creation of new 
jobs. The contrast with Europe is accounted for by the service sector. In 
Germany, where overall economic growth was no slower than in the United 
States, the growth rate of service sector jobs was about one-quarter of that 
in the United States. The dramatic and continuous employment gains in 
the United States aze often explained by the higher flexibility of its labor 
market, by higher labor mobility, and by fewer social regulations and 
protections than in Europe. There are many institutional and socioeco- 
nomic influences ami demographic pressures that have pushed low-skilled 
labor, such as women and young people, into poorly paid service jobs. 
Most of the European countries, and especially Germany, have provided 
service outputs by less labor-intensive production processes promoted by 
the rapid growth of real wages and nonlabor costs in the 1970s. But there 
are many unsolved cuestions concerning the main underlying causes of the 
divergent employment patterns in the United States and Germany that 
justify a comprehensive research agenda. 
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deputy director-general for economic and financial affairs. In 1983 he joined the IFO 
Institute for Economic Rezearch in Munich, where he is responsible for international and 
European research activities. 
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HERE is a danger that despite the 

improvement in the general eco- 
nomic climate there will be no funda- 
mental improvement in the labor mar- 
ket in Europe. At the end of 1984 more 
than 11 percent of the total labor force 
was out of work, and the trend toward 
continued reductions in employment in 
agriculture and pronounced reductions 
in industry still prevails. Only in the 
service sector is there still a net increase 
in new jobs. The creation of a service- 
based economy is seen as one of the 
great hopes for solving the problem of 
unemployment in Europe. 

Hopes of more jobs in the service 
sector were above all aroused by the 
employment miracle in the United 
States. This miracle began in the 1960s.! 
Although the United States has suffered 
two major economic shocks since 1973 
and faced a long economic recession 
between 1980 and 1982, the trend in 
employment creation in the United 
States has still continued upward through- 
out the last ten years. Between 1973 and 
1983 more than 15 million new jobs were 
created, almost exclusively in the service 
sector. The steep reduction in the num- 
ber of employed people during the period 
of stagnation in 1982 has long been 
made good by the exceptionally strong 
upward swing in the economic cycle. 
From the depths of the recession in 
December 1982 until December 1984, a 
total of about 7.3 million jobs were 
added, of which 70 percent were in the 
service sector. The rate of unemploy- 


ment, which was still 10.7 percent in > 


December 1982, had fallen to 7.2 per- 


1. Manfred Wegner, “The Employment Mir- _ 


. acle in the US and Stagnation Employment in the 
EC,” Economic Papers, no. 17 (July 1983); idem, 
“Growth and Job Creation in North America, 
Japan and Europe,” IFO Digest, pp. 3-7 (Feb. 
1984). ` 


cent by the end of 1984. 

The bicture in most of the industri- 
alized countries of Europe is totally 
different. The global picture of stagna- 
tion in total employment for Europeasa . 
whole hides a significant reduction in 
employment in the United Kingdom 
and the Federal Republic of Germany. . 
The number employed in the Federal 
Republic of Germany has fallen by 1.7 
million over the last ten years and by 2.2 
millionin manufacturing industry alone. 
This compares with about 1.0 million 
new jobs created in the service sector 
over thz same period. The rate of unem- 
ployment in Germany was about 4 per- 
cent fcllowing the first oil shock, but 
this grew to more than 8 percent, where 
it stayed for along time, up to 1984. The 
positian for employment only began to 
improve slightly in 1985, but one still 


‘ cannot speak of an actual easing of the 


labor market. 

How can this persistent divergence 
between developments in the U.S. and 
Europzan labor markets be explained? 
Are there lessons to be learned for 
Europ2an employment policies from the 
American experience or is the U.S. 
employment market simply flooded with 
hamburger stands and security guards 
as some critics maintain? 

The difficulties in analysis begin with 
the definition of what in fact the service 
sector consists of. There is no clear-cut 
answer to this question because of the 
existence of only inadequate data and | 
the complex interdependence between 
indus-rial production and services. Ser- 
vices are characterized by their multi- 
plicite of forms. Services can, for exam- 
ple, be contained in goods, such as films, 
books, or phonograph records. They 
can be complementary to goods, such as 
in transportation and distribution; can 
subst.tute for capital value, such as with 
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leasing or repairs; or can have no direct 
relation to goods, such as with some 
areas of banking and insurance, con- 
sultancy, information services, and 
tourism. 

In what follows we shall use the 
Classical. institutional classification of 
the sectors of the economy for analytical 
and statistical purposes. In many ways 
this is a negative definition because it 
comprises branches of the economy in 
which no material goods are produced. 
Furthermore, the growing employment 
in the black or shadow economy, which 
has probably largely taken the form of 
service sector jobs, tends to be neglected. 
Employment in services, of course, in- 
cludes more than just the jobs in the 
service sector. The statistical delineation 
of service activities varies significantly 
from economy to economy, with differ- 
ences in coverage as well as in degree of 
specialization and expenditure. 

' In the following section, the “ prom- 
ise of the service society” will be ana- 
lyzed in order to clarify where and in 
which form the new service sector 
employees or professions have emerged. 
To help in this analysis a comparison of 
the very diverse examples of the United 
States and the Federal Republic of 
Germany is made. In what follows, 
therefore, an attempt is made to pinpoint 
some important causes and differences. 


2. See, for example, Victcr R. Fuchs, The 
Service Economy (New York: National Bureau of 
Economic Research, 1968); Thomas M. Stanback, 
Jr., Understanding the Service Economy: Employ- 
ment, Productivity, Location (Baltimore, MD: 
. Johns Hopkins University Press. 1979); Jonathan 
I. Gershuny and Ian D. Miles, The New Service 
Economy: The Transformation cf Employment in 
Industrial Societies (London: Praeger, 1983). 

3. Peter Gross, Die VerheiBumgen der Dienst- 
leistungsgesellschaft. Soziale Befreiung oder 
Sozialherrschaft (Opladen: Westdeutscher Verlag, 
1983). 


DEVELOPMENTS IN THE 
UNITED STATES AND THE 
FEDERAL REPUBLIC OF GERMANY 


During the 1960s the prophets of the 
postindustrial society fed the expecta- 
tion that the share of the service sector in 
the economy would inevitably grow 
with increased prosperity. Both the 
French economist Fourastie and the 
American sociologist Bell developed 
theories for the service economy that 
pointed to fundamental changes in the 
future. Fourastie saw the service econ- 
omy as “the great hope for the 20th 
Century.” For him and others who have 
based their work on the three-sector 
model of the economy, developments 
were seen as following a typical devel- 
opment pattern. According to this model, 
employment was initially in the primary 
sector of agriculture and mining. With 
industrialization there was a growth in 
the secondary sector, which reached its 
peak in the middle of the twentieth 
century with a 40 to 45 percent share of 
total employment. Fourastie predicted 
that the tertiary sector’s share of total 
employment would reach 80 percent by 
the end of the twentieth century. There 
can be no doubt that such a trend took 
hold in all the industrialized countries 
during the 1960s and has continued, or 
indeed accelerated in some cases, during 
the slower and changed economic growth 
conditions following 1973. (See Table 
1.) The tertiary sector has consistently 
increased its share of total employment, 
and during the recent years of recession 
the service sector has been the only 
source of job creation. 

These averages hide significantly diver- 
gent trends in the individual industri- 
alized countries. The comparison of the 
United States with the Federal Republic 
of Germany itself points to irregularities 
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TABLE 1 
EMPLOYMENT BY MAJOR ECONOVIC SECTOR 
(Average annual rates of change, in percentages) 


United States - Japan 

Agriculture 

1960-73 —3.4 —4.8 

1973-83 —0.1 —2.8 
Industry 

1960-73 1.5 3.4 

1973-83 0.0 0.2 
Services 

1960-73 : 2.9 2.7 

1973-83 2.6 2.1 
All sactors 

1960-73 2.0 1.3 

1973-83 1.7 0.9 

1984 4.2 1.2 


Faderal Republic 


of Germany Totali OECD* 
48 3.4 
—3.3 1.7 
0.2 i 1.3 
—1.9 —0.7 
1.3 2.3 
08 2.1 
0.2 1.1 
—0.7 0.7 
—0.3 1.5 


SOURCES: OECD Economie Outlook, no. 36 (Dec. 1984); Organization for Economic Coopera- 
tion and Development (OECD); Labour Force Statistics, 19€2-1982 (Paris: OECD, 1984). 
*OECD = Organization for Economic Cooperation and Development. 


that cannot be explained by the three- 
sector model. 

So far the United States has gone 
further.down the road to the service 
society than all the other industrialized 
countries. In 1983 nearly 70 percent, or 
according to some definitions more than 
70 percent, of total employment was 
working in the private and public service 
sectors, in which the growth in employ- 
ment slowed only slightly after 1973. 
The share of employment in the service 
sector in the Federal Republic of Ger- 
many is about average compared to the 
shares in the other industrialized coun- 
tries, with about 52 percent in 1983. In 
Germany, however, the number em- 
ployed in the service sector has only 
grown half as fast since 1973 as it did 
before. 


The United States 


Which branches of the service sector 
in the United States have exhibited the 


most rapid growth since 1973? The 
public sector services, especially those 
outside the federal government, made a 
relatively modest contribution up to 
1979. Since then, employment in this 
sector has more or less stagnated. Be- 
tween 1973 and 1983 the number em- 
ployee in the public service sector, 
including the resident armed forces, 
grew by roughly 2 million and thus 
contributed 13 percent of the growth in 
total service sector employment during 
the period.4 There has been a strong 
growth in the number of self-employed 
in the various branches of the service 
sector: 1.7 million between 1973 and 
1983, which is equivalent to 85 percent 
of the total growth in the number of 
self-employed. 

In zhis analysis we shall consider only 
the figures for the employees in the 


4, The increase amounted to 1.8 million 
calculated in terms of the equivalent of full-time 
emplo'yees—that is, an annual rate of 11.5 percent. 
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private service sector. Part-time employ- 
ment will also be excluded because the 
U.S. data are based on full-time equiva- 
lence. The number of full-time employed 
increased by a good 10 million between 
1973 and 1983, which is equivalent to an 
annual growth of 2.6 percent and thus 
only slightly slower than during the 
period 1960 to 1973 even though the rate 
of economic growth was only half as 
great after 1973 as during the 1960s. (See 
Table 2.) 

A somewhat more detailed analysis 
enables one to make the following 
observations: 


1. Distributive services—transport 
and communications, wholesale and 
retail trade, and catering5—grew in line 
with the average rate of growth of the 
economy and in 1983 accounted for 25 
percent of the dependent—that is, non- 
self-employed—labor force. 

2. The numbers employed in educa- 
tion and health and especially in the 
private health sector grew at an aboye- 
average annual rate of 4.4 percent and 
by about 2.3 million people between 
1973 and 1983. 

3. The greatest growth in employ- 
ment was in producer services, such as 


those in which consultants, financial 


institutions, and insurance brokers, 
among others, are represented. Here the 
annual rate of growth after 1973 was 
nearly 4 percent, as high as it had been 
during the 1960s. In the last ten years 
the increase in the number of full-time 
employees in these branches was 3.8 
million. 

4, The real surprise is that employ- 
ment in the consumer services, such as 
hotels, repairs, entertainment, and recre- 


5. From 1973 to 1983, emplayment in eating 
and drinking places increased at about 5 percent 
per annum. 


ation, has grown relatively slowly—at 
an annual rate of 1.4 percent. 


The Federal Republic of Germany 


Employment has grown significantly 
more slowly in the Federal Republic of 
Germany than in the United States. This 
was particularly apparent during the 
period after 1973. The only exception is 
so-called other services, including real 
estate. As in the United States, most of 
the jobs created during the period 1973- 
83 were created in the production-ori- 
ented services and health services. Of 
particular importance have been service 
activities previously provided in-house 
that are now increasingly farmed out to 
outside contractors as well as new ser- 
vices such as software production and 
leasing. The importance of household- 
oriented services appears to have further 
decreased. The number of people em- 
ployed in wholesale and retail, trans- 
port, and communications has been 
declining since 1973, and the number of 
salaried employees in private services 
has only grown at an annual rate of 0.7 
percent over the period 1973-83. That is 
only a quarter the pace in the United 
States and less than half the pace in 
Germany during the period 1960-73. 

It is noticeable that the rate of growth 
in the public sector in Germany had 
been relatively strong, at an annual 
average rate of 1.8 percent, but this 
weakened after 1980. Nevertheless, be- 
tween 1973 and 1983 the state contrib- 
uted about 60 percent of all the service 
sector jobs created. The share of public 
sector employment, including military 
personnel, in total employment was 16 


ő. See Johannes Heinze, “Strukturwandel in 
der Bundesrepublik (Eine Auseinandersetzung mit 
der Drei-Sektoren-Hypothese),” IFO Schnell- 
dienst, no. 33, pp. 17 (1979). 
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TABLE 2 
SECTORAL EMPLOYMENT OF EMPLOYEES IM THE UNITED STATES 
AND THE FEDERAL REPUBLIC OF GERMANY, 1960-83 
(Average annual rates of change, In percentages) 


Federal Republic 


United Statas* of Germany 
1960-73 1973-83 1960-73 1973-83 
Manufacturing industry 1.5 —0.9 0.4 —1.9 
Tota! private services 2.8 2.6 1.5 0.7 
Distribution 2.7 2.1 1.5 —0.4 
Transport and communications 1.0 0.6 0.4 —0.4 
Financial services and real estate 3.4 3.2 4.5 1.1 
Other services 4.7 39 25 2.5 
Private households 3.7 —~2.3 —0.7 2.0 
Public sector 2.6 0.9 3.7 1.8 
Total services 2.7 2.1 2.3 1.0 
Total employees in all sectors 2.2 1.2 1.0 —0.4 
Self-employed in services —0.3T 3,3T —1.2 0.8 
Self-employed in ali other sectors ~2.0T 0.9T —4.0 —3.2 


—0.7 


SOURCES: U.S., Department of Commerce; Federa! Recublic of Germany, Federal Statistical 
Office. 
*Converted into full-time-equivalent employees. 


Total employment 2.0 1.7 0.2 


TFull-time and part-time employment. 


percent in 1983 and had therefore tripled 
since 1960. At the same time the number 
of self-employed, including family work- 
ers, declined, albeit more slowly than 
during the earlier period, and stood at 
only 1.5 million compared to 1.9 million 
in 1960. 


POSSIBLE EXPLANATIONS FOR 
THESE DIFFERENCES IN EMPLOYMENT 


Most empirical research into employ- 
ment in services is limited to presenta- 
tions of factual differences or, at best, 
efforts to-uncover only very general 
factors influencing employment. Efforts 
to explain the new service economy deal 
with either the European’ or the Ameri- 
can? examples. 


7. See Gershuny and Miles, New Service 
Economy. 

8. Thomas M. Stanback, Jr., et aL, Services: 
The New Economy (Totowa, NJ: Allanheld, 
Osmun, 1981). 


As far as we know there exists as yet 
no detailed comparative study of the 
American and European developments. 
The folowing remarks are therefore 
nothing more than an initial checklist 
for a larger research program. 


Macro and sectoral 
demand factors 


The Jominant factors in the demand 
for employment are often taken to be 
the conditions for economic growth and 
global demand. But as a comparison 
between real growth in the United States 
and the Federal Republic of Germany 
during the period 1973-83 soon shows, 
these cannot explain the differences in 
the developments of the respective em- 
ployment trends. The annual growth in 
real gross domestic product, about 2 
percent was almost identical for the two 
countries for the period 1973-81 and 
differed only very slightly for the period 
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1973-83. These rates of growth are about 
half what they were during the 1960s. 
However, the growth in service sector 
employment in the United States hardly 
changed at all while it was halved in 
Germany. (See Table 3.) 

It is conceivable that a larger share of 
total demand was accounted for by 
services in the United States, whether in 
the form of final or intermediate demand, 
than in the Federal Republic of Ger- 
many. The share of private household 
expenditures for services has increased 
in both countries since 1973. The overpro- 
portionate increase in the growth of 
services corresponds to the three-sector 
model of the economy in which the 
income elasticity of services is higher 
than that of agricultural or industrial 
products. The growth and structure of 
private sector services depends on many 
factors. One factor is, for example, the 
size of households; small households 
tend to use more market-determined 
services. Another is the degree of urban- 
ization; rural households are more self- 
sufficient. Another is the age structure 
of the population, as the demand for 
social services is greater with an older 
population. A fourth is the degree of 
female employment; the greater the de- 
gree, the more housework functions are 
brought in the form of services. (See 
Table 4.) 

A global comparison of the expendi- 
ture on private services belies, however, 
the view that the private household’s 
demand for services in the United States 
grew relatively faster than in the Federal 
Republic of Germany. 

It is somewhat different when one 
considers the growth in demand for 
intermediate services. There are a num- 
ber of reasons for believing that the 
division of labor between industrial enter- 
prises and the tertiary sector is consid- 


erably more advanced in the United 
States than it is in Europe and the 
Federal Republic. These include, for 
example, the rapid increase in employ- 
ment in producer services, the spread of 
multinational enterprises on world mar- 
kets, and the expansion of exports of 
service. From the input-output tables of 
the 1960s one can see that in the United 
States almost 40 percent of the output of 
the tertiary sector took the form of 
intermediate services compared to only 
22 percent in the United Kingdom.? 
Stanback attributes a decisive role to the 
producer services in the spread of inno- 
vation and new technologies as well as 
the conquering of new markets. Is the 
lag in the development of services in the 
Federal Republic to be attributed to a 
lack of dynamism in private enterprise 
and unresolved structural problems, or 
is it an expression of the export depen- 
dence of the German economy, which is 
ultimately due to the continued under- 
valuation of the deutsche mark? 


Labor productivity growth 


In the 1960s there was aclear slowing 
in the growth of U.S. productivity as a 
whole, and at times it even came to a 
standstill. In Europe and above all in the 
Federal Republic of Germany the fall in 
the growth of labor productivity was 
less pronounced despite the fact that 
real growth was only about half that in 
the United States. This has stimulated a 
lively debate that has, however, not 
adequately explained or empirically 
demonstrated these differences. !9 In gen- 


9. See Gershuny and Miles, New Service 
Economy. 

10. Wegner, “Growth and Job Creation”; 
Douglas Todd, “Some Aspects of Industrial Per- 
formance in the European Community: An 
Appraisal,” European Economy, no. 20 (1984); 
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TABLE 3 
REAL GROWTH AND EMPLOYMENT IN SERVICES 
(Average annual rates of changes, in percentages) 


Federal Republic 





United States of Germany 
1960-73 1973-83 1960-73 1973-83 

Real gross domestic product 

All sactors 4.1 2.0 44 1.6 

Services* 4.2 2.7 46 2.8 
Total working population 

All sectors 1.9 1.8 0.2 —0.7 

Services* 2.9 2.7 1.6 0.8 


SOURCE: OECD, Labour Force Statistics (Paris: OECD, 1984). 
*Private and public services, excluding real estate. 


TABLE 4 
EXPENDITURE FOR PRIVATE SERVICES IN CONSTANT PRICES 


(Average annual rate of growth, in percentages) 
en SR te TERE Ea AIA TER “SNE REA EP A TYR AA A eR A IE et SF ES 


Federal Republic 


United States of Germany 
1960-73 1973-83 {960-73 1973-83 
Services 45 3.4 3.6 , 28 
Goods 3.9 2.2 5,2 1.5 
Total expenditure* 4.2 2.8 46 1.9 


SOURCES: U.S., Department of Commerce; 


Office. 


Federal Republic of Germany, Federal Statistical 


*The weighted averages of the growth rates for services and goods. 


eral, productivity growth in services has 
been slower than in manufacturing.!! 
This is not true for all services, and 
certainly not true for capital-intensive 
Service sectors such as transport and 
communications.!2 Nevertheless, the 


Assar Lindbeck, “The Recent Slowdown of Pro- 


ductivity Growth,” Economic Journal, no. 369, 
pp. 13-34 (Mar. 1983). 

I1. The debate about differing measurement 
procedures of service output is left out of consid- 
eration here, although it could probably explain 
some of the differences appearing between indus- 
trial countries. See Gershuny and Miles, New 
Service Economy, p. 33; Fuchs, Service Economy. 

12. Ronald E. Kutscher and Jerome A. Mark, 
“The Service-producing Sector: Some Common 
Perceptions Reviewed,” Monthiy Labor Review, 
pp. 21-24 (Apr. 1983). 


trend in the United States during the 
1973-83 period showed the expected 
underproportional increase in labor pro- 
ductivity, as well as a clear decline in 
dynamism compared to the 1960s, espe- 
cially in retail and other private services. 
(See Table 5.) 

The growth in labor productivity was 
comparatively rapid even though the 
growth in real value-added in private 
services between 1973 and 1983 was 
about the same in the Federal Republic 
as it was in the United States (see Table 
2). The comparison shows up a double 
divergence: (1) a much higher rate of 
growth in the United States; and (2) a 
slower weakening during’ the period 
1973-83 compared to the 1960s. 


144 THE ANNALS OF THE AMERICAN ACADEMY 


TABLE 5 
LABOR PRODUCTIVITY BY MAJOR DIVISIONS OF THE SERVICE SECTOR 
(Average annual rate of growth, in percentages) 





Federal Republic 





United States of Germany 
1860-73 1973-83 1960-73 1973-83 

Manufacturing industry 3.5 1.8 5.8 3.5 
Total private sector services* 1.7 0.5 4.4 3.0 
Distribution 1.9 0.3 4.5 2.2 
Transport and communications 4.1 1.9 49 5.2 
Financial services 0.9 0.4 5.1 3.6 
Other private sector services 0.8 0.1 3.5 2.0 
Public sactor services 0.3 0.4 1.8 1.0 
_ All services 1.4 0.6 3.6 2.4 
Productivity of total economy 1.9 0.8 4.5 2.8 


T aan a E OES 5) eI AT a a Me Me a RIV tne sae are a 
SOURCES: Survey of Current Business (1984); Federali Republic of Germany, Federa! Statis- 
tical Office; Institut far Arbeitsmarkt- und Berufsforschung, Nuremberg, Federal Republic of 


Germany. 


‘NOTE: Labor productivity measured In real gross domestic product in hours per employee. 


*&yclusive of real estate. 


In other words, the provision of ser- 
vices has remained more labor intensive 


in the United States than it has in the . 


Federal Republic. There are few solid 
facts to explain this divergence, but the 
German experience is interesting for 
two reasons. First, it disproves the 
hypothesis that productivity growth is 
always slower in the tertiary sector than 
it is in industry. Second, it points to a 
growth pattern in the Federal Republic 
totally different from that in the United 
States and Japan. The experience of the 
Federal Republic may be an extreme 
case, but it can be found, to a lesser 
degree, mirrored in many. other Euro- 
pean countries.'3 The question of why 
Europe should have had such a different 
pattern of growth and whether it can be 
changed is of major relevance to theo- 
reticians, historians, and empirical econ- 
omists alike. 


13; Centre d'études rospectives et d'‘informa- 
tions internationales, Economie mondiale 1980- 
1990: La fracture? (Paris: Economica, 1984). 


« 


The most popular explanation for 
this relatively rapid growth in produc- 
tivity is that, compared to goods, ser- 
vices are too expensive and that there is 
therefore a partial substitution of goods 
for services. Gershuny suggested that 
the three-sector model overlooks an 
important countertrend, which is that 
although services are income elastic, 
they are at the same time price elastic. 
The more expensive they are the less the 
relative demand for them. As labor 
productivity grows more slowly in most 
service sector activities than in industry, 
relative prices must increase for services, 
at least as long as wage rates are the 
same for both the service sector and 
industry. This results in a tendency for 
private households increasingly to cover 
part of their demand for certain service 
functions by purchasing relatively cheap 
goods. A washing machine replaced the 
washing maid, the television replaces 
the theater and cinema, and the pur- 
chase of a car covers transport needs. 
The service economy thus becomes a 
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self-service economy in which there is 
also a growth in the informal economy. 
This process has, with some lag, occurred 
in all industrialized countries. But it 
does not explain why employment grew 
faster and productivity more slowly in 
the U.S. service sector than it did in 
most European countries. 


Employment, labor costs, and 
wage structures 


The employment miracle in the United 
States is generally put down to a slower 
growth in real wages and greater labor 
market flexibility than in Europe. In 
fact, U.S. real labor costs, including 
indirect wage costs, grew considerably 
more slowly than in Europe even during 
the 1960s. Furthermore, there was no 
real wage gap opened up in the United 
States after the first oil shock as there 
was in Europe, where real labor costs 
outstripped productivity. Consequently, 
the profitability of invested capital was 
drastically reduced and the pressure for 
rationalization and labor shedding mas- 
sively increased. For U.S. companies 
the pressure to wring out every last drop 
of productivity growth was consider- 
ably less and growth was not associated 
with a labor-saving bias. 

The theoretical and empirical debate 
about the appearance of a real wage 
problem is still at its height and in no 
_ way resolved.'* Most empirical studies 


14. See Rudiger Dornbusch et al., “Macro- 
economic Prospects and Policies for the European 
Community,” CEPS Papers, no. 1 (1983); Jeffrey 
Sachs, “Real Wages and Unemployment in the 
OECD Countries,” Brookings Papers on Eco- 
nomic Activity, no. 1, pp. 255-304 (1983); 
Deutsches Institute für Wirtschaftsforschung, “Sind 
die Unterschiede der Beschiftigtenentwicklung in 
den USA und der Bundesrepublik Deutschland in 
der Reallohnentwicklung begründet?” DIW- Woch- 


are based on the whole economy or on 
the manufacturing industry. The service 
sector isinfluenced by production tech- 
nologies different from those that influ- 
ence manufacturing, and it is difficult to 
isolate the impact of the various factors 
of production.and technical progress. 
Nevertheless, there have of course been 
some important innovations in the ser- 
vice sector in recent years, such as 
in information technology, communica- 
tions, ard office automation, that pro- 
mote productivity growth. All these 
technolcgies are available in the United 
States and have found wider application 
there than in Europe. 

Large parts of the service sector, such 
as retail, consultancy, education and 
health, entertainment as well as restau- 
rants ard leisure activities, are neces- 
sarily related to the individual and are 
therefor2 labor intensive. They can offer 
very different qualities of service, which 
must be reflected in the wage structure. 
What dces one find when one considers 
such differences in the quality and wage 
structure of the service sector profes- 
sions in the United States and the Fed- 
eral Republic? Stanback suggests that 
the complex process of specialization 
and diversification in the service sector 
resulted in the wage structure’s splitting 
in two. Accordingly, the service sector 
contains concentrations of both highly 
paid anj low-paid professions.!5 This 
divergerce has, in fact, intensified during 
the 197@s.!6 It is most likely that low 


enbericht, no. 33, pp. 405-13 (1984); Jacques 
Artus, “The Disequilibrium Real Wage Rate 
Hypothes: An Empirical Evaluation,” IMF Staff 
Papers, 34(2):249-301 (1984). 

15. See Stanback, Jr:, et aL, Services, tabs. 4.2 
and 4.4. 

16. Rebert Lawrence gave for the year 1983 a 
similar dispersion of weekly wages in the service as 
well as ir the goods-producing sectors, which 
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wages, high flexibility, and slow growth 
in wage rates in the consumer-oriented 
service sector professions contributed to 
the creation of a significant number of 
low-quality jobs that were largely taken 
by relatively uneducated employees.!” 

Analyses of the wage structure by 
sector and qualification tend to support 
the view that the equalization of wage 
` levels continued in the Federal Republic 
of Germany when, in fact, the need to 
restructure required more labor flexi- 
bility and mobility. 

A comparative study of the wage 
structures in six European Community 
countries showed that the inequalities 
in total wage costs between various 
branches of industry—and a few service 
industries—were least in Germany and 
the Netherlands.!® More intensive and 
detailed studies are needed to clarify 
whether, over time, the relative stability 
of the wage structure in Europe really 
accentuated the employment problem or 
whether it in fact promoted a basic 
social consensus and thus the work moti- 
vation of the employed population.!9 


Labor market flexibility 
and new firms 


Most European governments see the 
main cause of employment and unem- 


seems to be in contrast to the results by Stanback. 
See Brookings Review (Fall 1984). 

17. Employment Outlook (Organisation for 
Economic Co-operation and Cevelopment [OECD] 
Sept. 1984). 

18. Christopher Saunders and David Mars- 
den, Pay Inequalities in the European Community 
(London: Butterworth, 1981). 

19. See Wolfgang Gerstenberger, Struktur- 
wandel unter verschlechterten Rahmenbedingun- 
gen (Berlin: Duncker & Humblot, 1984), pp. 227 
ff. 


ployment problems of the last ten years 
to lie in labor market rigidities and the 
lack of incentives to work. Consequently, 
greater labor market flexibility is often 
used as an explanation for the rapid 
increase in employment in the United 
States, with the result that it is also 
concluded that greater flexibility will 
overcome unemployment. 

Labor market flexibility can mean 
many things: greater adaptation of wages 
to external shocks and changed condi- 
tions of growth; greater regional and 
professional mobility of the labor force; 
the absence of barriers to entry to cer- 
tain professions; greater flexibility in 
working hours and the supply of part- 
time employment; different practices in 
engaging labor and ending employment 
contracts; different regulations on health 
and safety at work; different tax and 
social security laws; provision for voca- 
tional and further education; pension 
rights; and so forth. 

There is no systematic comparison of 
these regulations and institutions that 
would enable one to determine whether 
they promote or inhibit the supply and 
demand for labor. The differences be- 
tween the United States and European 
countries are part of a socioeconomic 
development that can only be changed 
very slowly. There are sound reasons for 
defending each of these systems, which 
have evolved differently for historical 
reasons.2! Nevertheless, one can, with 
some heroic simplification, describe the 


20. Employment Outlook (OECD) (1984). 

21. For the United States, see Jane L. Nor- 
wood, “Labor Market Contrasts: United States 
and Europe,” Monthly Labor Review, pp. 3-7 
(Aug. 1983); for Germany, see Wolfgang Sengen- 
berger, “Das amerikanische Beschaéftigungssys- 
tem—dem deutschen überlegen?” Wirtschafts- 
dienst, 8:400-406 (1984). 
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U.S. labor market and employment 
climate as more flexible in various ways 
and particularly in the private service 
sector. There have been signs of growing 


rigidities in the labor markets of many . 


European countries even if this trend is 
in reaction to a period of increased un- 
employment and slow economic growth. 
Everyday experience, such as with the 
hours shops are open for business and 
with trade regulation, also enables one 
to claim that services are more strongly 
regulated in the Federal Republic than, 
for example, in the United States. This 
does not contradict the suspicion that 
the internal adaptability and flexibility 
of German industrial plants is greater 
than that of American plants.” 

A further example of the greater 
dynamism of the U.S. economy is the 
exceptional creation of jobs in small 
firms and the creation of new firms. 
Birch has shown that 80 percent of all 
new jobs created between 1969 and 1976 
were created in firms with fewer than 
100 employees.23 Most of these firms 
were in the service sector. During the 
recession years of 1981 and 1982 about 1 
million new firms were formed, and 2.6 
million new jobs were created in the 14 
million small firms in the United States 
during these years.2* Studies of the Fed- 
eral Republic have found no hint of a 
similar dynamism in the form of new 
firms being established and jobs being 
created in small and medium-sized enter- 
prises. As early as the 1960s there was a 
trend toward greater concentration in 


22. Sengenberger, “Das amerikanische Beschafts- 
dienst.” 

23. David L. Birch, The Job Generation Pro- 
cess (Cambridge, MA: Harvard University Press, 
1979); Employment Outlook (OECD) (1985). 

24. Richard Greene, “Tracking Job Growth in 
Private Industry,” Monthly Labor Review, pp. 3-9 
(Sept. 1982). 


the service sector, which had the effect 
of reduc.ng the number of workplaces.” 


Demographic factors 
and working time 


One cf the major differences between 
the United States and Europe lies in the 
divergert growth trends in the potential 
size of tte labor force. (See Table 6.) The 
U.S. lator force increased at a rate of. 
about 22 percent between 1973 and 
1983, which was about the same rate as 
the growth in employment. This growth 
has only begun to slow in recent years 
and can be expected to continue to fall 
in the future. The total labor force in 
Europe has grown more slowly, at an 
annual rate of between 0.7 and 0.8 
percent, and this growth slowed consid- 
erably in 1983. 

There are, however, deeper differ- 
ences. The baby boom began much 
earlier in the United States and the 
percentege of women employed has 
grown Zar more quickly. In Europe 
women are much less involved in paid 
employment. In the United States the 
number of women working grew at an 
average annual rate of 3 percent between 
1973 and 1983, butin the Federal Repub- 
lic, the number of working women stag- 
nated. In the United States it is mainly 
women and young people who have 
sought and found employment in the 
service sector or in lower-paid jobs;6 
this naturally caused major social prob- 
lems for the poorly educated nonwhite 
population. Illegal immigrants also 


25, Ludwig Berekoven, Der Dienstleistungs- 
markt in der Bundesrepublik Deutschland, Theo- 
retische Fundierung und empirische Analyse, Bd. 
1 u. 2(Gértingen: Vandenhoek & Ruprecht, 1983). 

26. EL Ginzberg, Good Jobs, Bad Jobs, No 
Jobs (Cambridge, MA: Harvard University Press, 
1979). 
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TABLES 
DEMOGRAPHIC TRENDS AND PARTICIPATION RATES, 1973-83 
1973 1975 1979 1982 1983 
Participation rates* 
United States 
Male 86.2 85.4 85.7 84.7 84.7 
Female 51.1 63.2 58.9 61.4 61.9 
Federal Republic of Germany 
Male 89.1 87.0 84.5 89.2 80.0 
Female 49.6 49.6 49.6 49.8 49.6 
1973-75 1976-79 1979-82 1982 1983 
Working age population? 
United States 1.5 1.7 1.2 1.0 0.8 
OECD* Europe na’ 0.8 1.1 1.2 1.1 
Federal Republic of Germany 0.1 0.4 1.4 1.3 1.0 
Total labor forcet 
United States 2.3 2.8 1.6 1.4 1.3 
OECD* Europe 1.2 0.7 0.8 0.7 0.2 
Federal Republic of Germany —0.6 0.0 0.7 0.3 —0.1 


SOURCES: OECD Econcmic Outlook (Sept. 1984); OECD, Labour Force Statistics (Paris: 


-~ OECD, 1984). 


*Total labor force divided by the number of people of working age, that is, 15-64 years of age, 


multiplied by 100. 


Annual average rate of grcwth in percentages. 


*OECD = Organization for Economic Cooperation and Development. 


§ Not available. 


increased the size of the working popu- 
lation by what was sometimes up to 5 
million people each year. 

A specific characteristic of the service 
sector is the relatively high proportion 
of women employed and the high inci- 
dence of part-time employment. 

This peculiarity is particularly pro- 
nounced in the United States. But statis- 
tics of the Organization for Economic 
Cooperation and Development cannot 
substantiate the assumption that the 
rapid growth in service sector employ- 
ment was linked to an increase in part- 
time employment. Part-time employ- 
ment, principally for women, can only 
explain one in five new jobs created 
during the period 1973-81.27 The relative 
contribution of part-time employment 


27. Employment Outlook (OECD) (1983), tab. 
20). 


to the growth in total employment was 
significantly higher in many European 
countries, but here there is also doubt 
about the comparability of figures. 
Finally, divergent trends in the length 
of the working week in the United States 
and the Federal Republic could explain 
the differences in service sector employ- 
ment. But the number of annual working 
hours per service sector employee has 
fallen more slowly in the United States, 
at an annual rate of 0.5 percent, than in 
the Federal Republic, at 1.3 percent.?8 


PROSPECTS FOR EMPLOYMENT 
IN THE 1980s 


The service sector of the economy is 
highly heterogeneous, and the dispari- 


28. During the same period the reduction of 
annual working hours in the manufacturing indus- 
try was 0.1 percent for the United States and 0.8 
percent for Germany. 
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ties between trends in employment within 
a country and between the industri- 
alized countries are as great as the 
wealth of factors with which they can be 
explained. There is therefore no simple 
answer to the question about whether 
and how the ability to create jobs in the 
service sector will be continued. ` 

The employment projections of the 
U.S. Department of Labor?’ envisage a 
continued rapid rate of growth of 3 
percent for service sector job creation in 
the United States even with real rates of 
growth. At the same time the working 
population could grow at arate of about 
2.0 percent a year up to 1995; between 
1969 and 1982 the working population 
grew at an annual rate of 2.7 percent. 

The long-term prospects for employ- 
ment in the Federal Republic of Ger- 
many look far more pessimistic. It is 
generally expected that there will con- 
tinue to be significant improvements in 
labor productivity in the service sector 
through increased automation. Conse- 
quently, the dynamic developments in 
employment in this sector are not 
expected to contribute to a general 
improvement in employment. The main 
constraint here is more often likely to be 
the limited supply of services rather than 
the satiation of demand. The rapid 
growth in private service activities are 
hindered by a range of factors such as 
the supply monopoly in communica- 
tions, public rationalization in educa- 
tion, legal barriers to entry in the shape 
of labor and competition laws—shop 
opening hours, prohibition of adver- 
tising for certain professions, and so on. 

There are, however, no compelling 
grounds for pessimism in the assessment 
of employment prospects in the service 
sector. The demand for consumer- 
oriented services in the areas of educa- 


29. Monthly Labor Review (Nov. 1983). 
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tion, heelth, and care for the aged, as 
well as culture and entertainment, could 
be expanded rapidly if- these services 
could be produced more cheaply. One 
possible way of doing this would be to 
follow the United States and allow the 
creation of a dual employment market. 
It would be wrong to reject this option 
for Europe out of hand, but the U.S. 
model could not be carried over to 
Europe without radical institutional and 
behaviozal changes on the part of con- 
sumers, taxpayers, and wage earners. 
There is another way of providing 
more services more efficiently and 


.cheaply. This is by the use of modern 


information and communications tech- 
nology.™ Modern information technol- 
ogy will not be possible in the service 
sector until the 1990s because a suffi- 
cient intrastructure, such as cable sys- 
tems and satellite broadcasting, will not 
be estatlished before then. The service 
society will thus become an information 


' society. The social innovations made 


possible by informatics and telematics 
could create new intermediate services 
for both production and consumption 
and thu3 create new employment. Infor- 
mation technology could also enhance 
the flexibility of industries and thus help 
to ease the problems of reductions in 
working hours. Microelectronics will 
certainly change the production pro- 
cesses and bring about new markets. But 
we just do not know how large the net 
employment effects of the third indus- 
trial revolution will be. There are both 
skeptical views as well as optimistic 
expectations. 

Ultimately, our consideration of the 
employment potential of the service 


_ sector lzaves us with as many questions 


as hopes. The U.S. case shows how large 


30. See Gershuny and Miles, New Service 
Economy. 
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the potential for increased employment 
can be, if certain social and institutional 
conditions are satisfied. The transfer of 
this model to the European setting must 
be treated with some circumspection. 
Improvements in the conditions and the 
flexibility of the economy could prob- 
ably create more jobs in the service 
sector in Europe. The chances for this 
are that much greater now that the 
policies aimed at stimulating adjustment 


are having some success, which in turn 
allows some economies to adopt less 
restrictive macroeconomic policies. As 
is often the case, there is no simple 
explanation for complex processes such 
as the divergent trends in employment in 
the service sector. It is quite possible 
that the causes of these divergent trends 
are less economic than social or socio- 
logical in nature. 
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Back to Full Employment: 
Old Instruments, New Methods ~ 


By WILHELM HANKEL 


ABSTRACT: The old Keynesian instruments of monetary and: fiscal 
policies aimed at full employment are currently ineffective. Byt the | 
monetary instrument can be freed by writing aff rather than rescheduling 
the developing-country debts that cannot be paid. ‘and by replacing the © 
private U.S. dollar currency system with a: system in which debt limits are `- 
specified and controlled by the International Monetary Fund and special ~ 
drawing rights. Fiscal policy also can make ar important contribution to 
national full employment, despite budgetary ccnstraints. This it can do by 

. promoting human capital rather than real ċap-tal and by not treating ‘the ` 
. black economy as a false path from growth but as its continuation: and 
extension into postindustrial times. 


Wilhelm Hankel graduated from the Universities of Mainz and Amsterdam. He worked 
. until 1972 as assistant undersecretary for monetary affairs in the federal government in Bonn 
and served the European Economic Community (Brussels).-Since the. 1970s he has been 
. teaching at J. W. Goethe University in Frankfurt am Maia and has received fellowships from 
research institutions such as Harvard, Georgetown, Johns Hopkins in Bologna, Italy, and . 
Science Center Berlin in the Federal Republic of Germany. Ma 


NOTE: This article is a summary of a book ne the sam= author entitled Gegenkics, von der 
Schuldenkrise zur Vollbeschaftigung (1984). 3 
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ASS unemployment in the indus- 
trialized democracies has many 

‘ causes and these are largely different from 
those facing the developing countries. 

The objective of this erticle is to show 
that the causes of the full-employment 
deficit explain the problem but cannot 
solve it. Just as medical science can both 
diagnose and cure illness thanks to 
modern drugs, so modern social science 
faces the challenge of not only diag- 
nosing the problems, such as endemic 
unemployment, but also finding the 
remedies. Consequently, one must ask 
what has made the body of the Western 
monetary and market systems resistant 
to yesterday’s medicines? These ques- 
tions are addressed in the first and 
second parts of this article. 

Our starting point is, therefore, not 
the causes of the problems themselves 
but the analysis of the instruments that 
are used to address the problems. As a 
working hypothesis we use a law, identi- 
. fied and developed by J. Tinbergen in 
the 1950s, according to which a rational 
policy can only achieve as many goals as 
it has supporting instruments. This law 
is not to be understood merely in a 
formal sense.! We shall therefore have 
to show that some of the old instru- 
ments, such as exchange rates and inter- 
est rates, are either no longer or only 
partially available to national policy- 
makers. Other instruments, such as fiscal 
policy, have become less effective or less 
suitable for other reasons. This does not 
mean, however, that they should be 
picked out and discarded from the pol- 
icymakers’ box of instruments, but that 
they should be adapted to the current 
circumstances. 

The findings can be summarized as 
follows: it was not the Keynesian doc- 


1. J. Tinbergen, On the Theory of Economic 
- Policy (Amsterdam: North-Holland, 1952), esp. 
chaps. 4 and 5. 


trine of full employment that failed but 
the way it was interpreted and used; nor 
is it new technology and the associated 
increases in productivity that have re- 
sulted in a dehumanization of work, but 
the failure of policy to respond to the 
new potential for leisure. 


THE BACKGROUND OF CHANGES 
AFFECTING THE FOUNDATIONS 
OF KEYNESIANISM 


The concept of fullemployment stems 
from Keynes’s general theory, developed 
in the 1930s. The theory was based on 
the assumption that the full utilization 
of potential employment in the econ- 
omy—a kind of overall firm—necessi- 
tated a sufficient level of general eco- 
nomic demand. This suffered from two 
inherent difficulties from the very start, 
one monetary and one technological. 
With regard to monetary relations, there 
should be no loss of general demand as a 
result of external, or international, 
liquidity traps, or monetary over-saving. 
With regard to technology there should 
be no great leaps in labor productivity. 
Keynes’s investment multipliers always 
assumed that more investment would 
result in more income and more employ- 
ment, not less. In other words, there was 
a positive and more or less linear corre- 
lation between the utilization of capital 
stock and labor. In the ideal case, | 
percent more investment would result in 
1 percent more in wage income and 
employment. 

According to both these assumptions, 
any full employment deficit could be 
easily financed away like any cyclically 
induced economic problem by public, or 
national, intervention in the form of 
cheap money and an expansionary defi- 
cit-financed fiscal policy. This assumed, 
of course, that the means of pursuing 
such a policy—namely, monetary, inter- 
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est rate, and budgetary instruments— 
were firmly in the hands of national 
policymakers and that stability was not 
disrupted by external factors. This chain 
of assumptions always raised doubts as 
to whether this concept was indeed a 
general theory and policy. Keynes alone, 
unlike his many followers and oppo- 
nents, was always aware of the fragility 
of his assumptions. 

Keynes therefore implemented his 
system of national full employment by 
calling for the elimination of the disrup- 
tion by balance-of-payments factors, 
whether by administrative import or 
exchange controls or by the floating of 
exchange rates, with the aim of replacing 
employment-destroying deflation with 
the more employment-neutral devalu- 
ation. Keynes also called for a double 
response from fiscal policy. This should 
overcompensate for any national or 
international excess monetary savings— 
- liquidity traps—as well as the effects of 
growth in labor productivity on unem- 
ployment by deficit spending and employ- 
ment programs. 

It is easy to see how both the assump- 
tions and prescriptions of the Keynesian 
policy of full employment are weakened, 
not to say destroyed, in the crisis of the 
world economy in the 1980s. The liquid- 
ity traps have not only exploded; more 
important, they have also been interna- 
tionalized by a worldwide flight into 
extraterritorial money rather than na- 
tional capital value, or investment. Mon- 
etary wealth exceeds the real wealth 
creation that sustains and creates employ- 
ment. Modern technologies have also 
changed the old dependable investment, 
income, and employment. multipliers 
into denominators, and the investment 
in increased capital stock that does still 
go ahead has become less and less 
employment intensive. Consequently, 
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the emp_oyment content of investment 
is decreasing. 

What is the position with regard to 
the Keynesian policy framework? The 
current accounts of most of the econ- 
omies dependent on the world economy 
find themselves in a state of fundamen- 
tal imbalance, which cannot be redressed 
by floating exchange rates or, since the 
second oil shock of 1980, financed away 
by an ample flow of credit. The domestic 
fiscal policies of almost all countries— 
with the recent exception of the United 
States—are subject to irresistible restric- 
tive pressures. As a result, the countries 
can neither put an end to excess mone- 
tary savings nor contain technology- 
induced unemployment by public spend- 
ing and employment programs. We 
therefore face the paradox of being able 
to employ Keynesian ideas to explain 
the current world economic crisis, but 
not to rezolve it, because global changes 
in the world economy have undermined 
the foundations of Keynesianism. 

Is this conclusion correct? It will only 
be correct if the Keynesian approach 
cannot be adapted to the changes 
brought about by innovations in the 
world monetary system and radical tech- 
nological changes. What are the causes 
of the global extraterritorial liquidity 
traps, the fact that more and more 
monetary savings and credit, which 
should go to finance national and real 
investment programs, disappear into 
the black holes of the ubiquitous world 
money and capital markets that are free 
of regulatory, supervisory, or political 
interference? These traps are clearly the 
result of and the accompaniment of the 
demise of the Bretton Woods system, 
which eaded with the introduction of 
floating exchange rates in the spring of 
1973. Whether or not there is any con- 
nection, the introduction of these rates 
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came just six months before the begin- 
ning of the first oil shock. Since the end 
of the inter-central-bank system cen- 
tered on the International Monetary 
Fund, the business of financing coun- 
tries’ negative foreign accounts has now 
gone over to the private internatiorial 
banking system. The floating of a cur- 
rency does not lead to a balanced trade 
account, but to an unlimited and uncon- 
trollable financing of a negative balance 
of payments without . regard to the 


existing grid of parities of exchange rate 


_rélations. This allows a cumulative defi- 
cit financing, which has in the meantime 
‘grown to billions of U.S. dollars absorb- 
-ing increasing volumes of credit and 
savings and which has become illiquid 
as a result of the world economic crisis. 
. The crisis of illiquidity in the debtor 
“countries, in particular in Latin Amer- 
‘ica, results in artificial exchange and 
interest rates, that is, artificial prices for 
changing and borrowing money. In order 
to more easily facilitate refinancing as 
well as the shifting of their exchange and 
credit risks onto the debtor countries, 
_ the. international banking community 
used U.S. dollars in their contracts and 
- denominated their private balance-of- 
payments credits in U.S. dollars. This 
` inevitably led to a devaluation of all the 
currencies concerned against the dollar, 
„which thus became strong, at least in its 
relation to the weaker debtor countries, 
despite, not because of, Reaganomics 
"and its own debt management. The inter- 
_, est charged has also escalated because 
-the risk of guaranteeing this credit has 
' increased since the beginning of the 
. 1980s, partly as a result of the second 
oil-price shock. 

Extraterritorial banxs and markets 
were dependent on the U.S. money and 
' bank markets to refinance such U.S.- 
dollar-denominated credits. They there- 


fore exported interest rate increases to 
the United States itself, but also from 
the United States to all the other West- 
ern industrialized countries. Since then, 
the use of the monetary instruments of 
exchange and interest rates in the pur- 
suit of national employment policies has 
been blocked in all industrialized coun- 
tries except the United States. Thanks to 
their hegemonic position as the refi- 
nancer of last resort for a world econ- 
omy drifting toward bankruptcy, the 
Americans can also accumulate limitless 
debt, at least externally, but only at the 
price of their dollar floating as a result of 
floating international capital expecta- 
tions, and their interest rate remaining 
equally high due to indebtedness. The 
Americans need have no fear of illi- 
quidity leading to bankruptcy because 
of their position as a world central 
banker, but they have no influence on 
their currency,. exchange, or interest 
rates. - § 

As for the technological unemploy- 
ment in the industrialized countries, this 
is clearly visible in the increased labor 
productivity of electronic gremlins such 
as robots, computers, processors, and 
other labor saving devices. But what 
one sees is a Jump in the productivity 
of employed labor—that is, per hour 
worked or per worker employed—not 
an increase in productivity for the total 
available labor force. This is not a 
statistical puzzle but the heart of the 
problem of technological unemploy- 
ment in the highly developed countries. 
If one relates the increased production 
and gross domestic product resulting 
from the new technology not to the 
labor force still employed but to the 
total labor force, including the growing 
numbers of unemployed, two things 
become evident. 


BACK TO FULL EMPLOYMENT 


First, it is only the micro productivity 
of the leading sectors and firms that is 


growing and not the macro productivity. 


of the economy as a whole. 

Second, the effect of increases in 
micro productivity in releasing resources 
raises rather than lowers the potential 
for macro productivity increases. One 
gains rather than loses scope for employ- 
ment programs and policies, if one could 
only finance them by fiscal or other 
means. 

What does this analysis show? It 
shows that at both national and inter- 
national levels one is not facing a real 
crisis but a crisis of financing. We are 
dealing with a defect in the flow of 
liquidities, which causes defects in the 


flow of real resources and not the other 


way around. . 

Can one take any comfort from this 
conclusion? On the one hand, one can- 
not, in so far as we, sadly, have so little 
conzrol of money and credit systems 
that, rather than protect us from real 
crises, pitch us.into them. On the other 
hand, one can take comfort in the 
knowledge that one could, it is hoped, 
find or create ways out of the crisis by 
mastering the monetary and credit sys- 
tems devised to serve us. This is precisely 
the continuing message of Keynesian- 
ism, which must be newly interpreted in 
an effort to increase our mastery of these 
systems. 


CONCLUSIONS: THE NEED FOR NEW 
POLICIES RATHER THAN NEW THEORIES 


What must be done to tackle this 
global crisis of employment? It is first 
necessary to suppress the factors dis- 
rupting the global economy; and then 
have national fiscal policies that are 
oriented not, like past policies, toward 
promoting real capital—investment— 
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but toward the infinitely more valuable 
human capital of the unused labor force 
and working hours. 

Let us develop the new Keynesianism. 

There are two things that need to be 
done in the world economy: first, the 
amortization—not rescheduling—of the 
world debt mortgage; second; the cre- 
ation of a world monetary order that 
excludes ab ovo every future repetition — 
of the old debt game. J. M. Keynes 
developed ideas and policy instruments 
that are still or could again be of value. 
In the 1929 debate with B. Ohlin about 
the German transfer problem that pre- 
ceded the Great Depression, he pointed 
out that it would be cheaper for all the 
countries involved, both creditor and > 
debtor countries, to write off the debt 
rather than press for payment, because 
the crisis, which would damage everyone 
concerned, would thereby be avoided.? 
The debtors would have saved the nega-. 
tive resource transfer, from poor to rich, 
by having a positive current: account. 


The creditor countries would have saved ` ` 


themselves from importing the crisis in 
the form of dumping by the debtor 
countries seeking to increase exports. 
The creditor countries, we now know; 
would also have saved themselves from 
the self-induced decommissioning of 
their : monetary instruments, which 
robbed them of their freedom of action. 

The only unanswered question is how 
to finance this debt write-off, and here 
the position in 1987 is far better than it 
was in 1929. There is development aid, 
and the write-off of the creditor banks’ 
debt is already fully financed, domesti- 
cally with public help in the form of tax . 
deductions. Together these provide a 


. 2. John M. Keynes and Bertil Ohlin, “The 
German Transfer Problem, A Discussion,” Eco- 
nomic Journal, 39:1, 172, 388 (1929). 
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full and sufficient debt-relief program. 
For the foreseeable future, development 
aid will no longer finance new projects 
but the debt service payments of the 
developing world. The creditor banks, 
having the advantage of obtaining their 


money from liquid development budgets . 


instead of illiquid development coun- 
tries, participate in the current debt- 
relief process by shifting adjustments in 
their internal value onto their debtors as 
well as by writing off the debt externally. 

The developing countries would have 
the advantage of saving the burden of 
transfer payments, and they could resume 
a path of cautious growth. For the 
creditor countries, there would be the 
double advantage of avoiding the impor- 
tation of an economic depression and 
once again freeing their monetary policy 
instruments for use in the pursuit of 
domestic policy objectives. With norma! 
exchange and interest rates they could 
also reckon on an economic recovery. 
The creditor banks would have the debts 
they have not written off refinanced by 
means of development aid and would 
thus convert bad risk of foreign debt 
into good-risk claims on budget-financed 
development aid. Thus our banking 
system would and could be free of any 
fear of collapse or world financial crisis. 

One could then use Keynes’s bancor, 
or what we know today as the special 
drawing rights (SDRs), as the basis for 
the future world monetary order. This 
would solve three problems with one 
blow. First, the world economy would 
at last have a reserve currency secure 
against devaluation and speculation. 
This would solve the problem of the 
unlimited and uncontrollable produc- 
tion, distribution, and valuation of 
liquidity. Second, countries could pur- 
sue inflationary or deflationary policy 
objectives by devaluing or revaluing 
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their currencies against the new SDR 
just as they did in the old, now defunct, 
adjustable-peg standard of Bretton 
Woods. Third, the dollar would be 
relieved of the burden of being a— 
indeed the primary—world currency and 
of the burden of financing all the world’s 
debts. The dollar would again become a 
currency rather than a medium and 
could thus be revalued or devalued. In 
such a system, all future excessive world 
debt would at last be penalized and 
discouraged by the single supranational 
global monarch. This would be an Inter- 
national Monetary Fund bound by its 
own statute and administering SDRs, 
which can be found in Keynes’s still 
unfulfilled testament, the proposals for 
an international Clearing Union of 
1941-433 

There is an internal and insufficiently 
considered aspect of the liquidity phe- 
nomenon. This is that real capital in- 
vestment is self-liquidating, but human 
capital investment, which is equal to 
personal consumption, costs liquidity! 
Whether or not this is important, it is 
recognized by the finance director of 
every large company, but does not seem 
to be recognized by those controlling 
public fiscal policy. 

The modern large company prefers 
real capital investment for a number of 
reasons. First, for cash-flow reasons, 
depreciation of earned capital represents 
the inflow of liquidity to the company, 
whereas earned personal consumption 
or wages represents an outflow just like 
the purchase of any input. Second, from 
a financial-planning point of view, self- 


3. The Keynes Plan: A: Proposal for an Inter- 
national Currency (or Clearing) Union, 1942. B: 
Froposals for an International Clearing- Union, 
1343, International Monetary Fund Documents 
vol. 3, ed. J. K. Horsefield (Washington, DC: 
International Monetary Fund, 1969). 
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determined depreciation can be reduced 
during periods of reduced income and 
increased during periods of increased 
income, but externally determined wage 
rates are always rigid. Marx’s law 
according to which capital costs are 
fixed while labor costs are variable was 
already wrong when he pronounced It. 
Third, earned depreciation strengthens 
the capital basis and creditworthiness of 
the company in the form of replacement 
investment or financial reserves, whereas 
labor costs weaken both. 

Consequently, the different liquidity 
characteristics of the two factors of 
production are a decisive factor in the 
capital substitution of labor. It is not 
only the cost advantages of new tech- 
nology that result in its increased use, 
but also the liquidity advantages of 
capital investment. These become a more 
important factor the more cash-flow 
thinking spreads: This substitution pro- 
cess of labor, or human capital, by real 
capital is promoted by public fiscal and 
tax policies. These stimulate depreci- 
ation by tax credits but, in contrast, only 
allow wage costs to be deducted at par 
from the taxable profits of a company. 
In this way the liquidity advantage of 
real capital is indirectly strengthened as 
is the liquidity disadvantage of human 
capital, which affects both the continu- 
ance of existing labor and the hiring of 
new. This is a practice that can be 
observed in all Western industrialized 
countries. 

When trying to achieve a positive 
employment effect with a given or even 
shrinking fiscal effort, there is therefore 
the problem of granting tax credits on 
human capital rather than on real capi- 
tal This can be done by either granting 
above-par tax exemptions for wage costs 
when calculating taxable profits or by a 
general tax bonus for maintaining or 
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increasing the company’s labor force. 
Such a fiscal policy would also be self- 
liquidating in macroeconomic terms, 
because reductions in unemployment 
would result in savings in social ex- 
penditure and because tax revenue 
would be increased by the higher levels 
of employment. 

Companies would no longer be forced 
to convert wage and employment income 
into social support or transfer payments 
by reducing employment in order to 
remain: competitive or creditworthy. 
The excess in technological progress 
could and would be made compatible, 
or more compatible, with employment. 
The rates of growth in macro and micro 
productivity would converge and the 
unproductive unemployment would be 
reduced. A second factor would, or 
could, be the useful reintegration of the 
black economy into the white economy 
measured by gross domestic product. 
There were real—and not only tax— 
reasons for the growth of the black 
economies in most Western industri- 
alized countries. There is also the reduc- 
tion in official hours worked, not least 
because of increases in micro produc- 
tivity. Life expectancy has increased 
because of advances in medicine, and 
the difference is increasingly being made 
up by work for oneself. 

This black value-added is penalized 
and discriminated against as illegal, and 
as an economic crime in most economic 
and social legislation even though it is 
economically legitimate. Indeed, the 
black economy provides an important 
cyclical support for growth and employ- 
ment and even monetary policy objec- 
tives, because income earned in the 
black economy—a massive economic 
reflationary stimulus—-mainly benefits 
the companies that constitute the white 
economy. The task of converting the 
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black economy into the white economy 
is also largely the job of public tax and 
fiscal policies. The use of more indirect 
than direct taxes would minimize the 
problem of tax evasion and tax fraud in 
this fourth sector of all the Western 
industrialized countries; it would reduce 
the discrepancy between the tax burden 
on the white and black sectors of the 
same economy and thus ease the com- 
petitive pressure between the two; and it 
would also remove from the black econ- 
omy the stigma of illegality, which it 
does not deserve. 

The final conclusion from ail this can 
be summarized in one sentence. The old 
Keynesian instruments of monetary and 
fiscal policies aimed at full employment 
are currently ineffective, but this ineffec- 
tiveness is neither fate nor a natural law. 
The monetary instrument can be freed 
by writing off rather than rescheduling 
the developing-country debts that can- 


not be paid and by replacing the private 
U.S. dollar currency system with a sys- 
tem in which debt limits are specified 
and controlled by the International 
Monetary Fund and SDRs. 

Fiscal policy can make an important 
contribution to national full-employ- 
ment policies despite all the budgetary 
constraints. This it can do by promoting 
human capital rather than real capital 
and by not treating the black economy 
as a false path from growth but as its 
continuation and extension into postin- 
dustrial times and as the release of the 
working person who wants to be his or 
herownemployer. - 

Such a new Keynesian policy mix 
may appear to be utopian, but reality 


. does not interpret itself. It is only against 


the background of such possibilities that 
one can define the contours, the time- 
table, and the direction of what is 
necessity. 
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NTIL recently, when we spoke 

about the employment problem 
what we meant in actual fact was a Third 
World employment problem. Since the 
end of the 1970s, however, the employ- 
ment problem has become universal. 
Unemployment in Europe stands at over 
12 percent with deviations to over 15 
percent in the case of the Netherlands 
and Spain, and to lower and more or less 
normal percentages in the case of Sweden 
and Austria, for example. 

The developing countries discovered 
during the 1960s that economic growth 
alone was not sufficient to improve 
employment and income distribution. 
In Europe today the same phenomenon 
can be observed, namely, that it is 
extremely difficult to get back to full 
employment by means of economic 
growth alone. 

The overriding objective of financial 
and economic policy today in Europe is 
to return as quickly as possible to a 
reasonable and sustained rate of eco- 
nomic growth. The current financial 
and economic. orthodoxy in Europe 
puts a heavy emphasis on the role of the 
private sector, on flexibility of the labor 
market, on privatization, on doing away 
with distortions, and so on and so forth. 
The most important policy points on 
which the current orthodoxy rests can 
be summarized as follows: 


1. The public sector has become too 
large and has a paralyzing impact on the 
private sector. 

2. It also has a negative influence on 
inflation in that it has stimulated rather 
than dampened the latter. 

3. Labor costs have become too high. 

4. Consequently, and because of cer- 
tain excesses in the welfare state, Euro- 
pean enterprise has lost a lot of its 
competitiveness. Moreover, high labor 


costs have done away with many incen- 
tives for good entrepreneurship and 
hard work. 

5. Because of all this, the European 
economy has had great difficulty in 
adapting sufficiently and with the neces- 
sary speed to changes in the world 
economic structure. 


The current orthodoxy, therefore, 
concentrates heavily on increasing the 
efficiency of market signals as a guide to 
an improved allocation of resources. In 
practice, this is the kind of strategy that 
is often introduced during a period of 
crisis when economic stabilization and 
the adjustment of imbalances are of high - 
priority, and, consequently, measures to 
improve relative prices usually are 
accompanied by measures to control the 
rate of increase in the general level of 
prices. Emphasis, then, is placed on 
monetary and fiscal policies and on 
financial reforms. Employment, it is 
assumed, will begin to improve once 
economic recovery has started and eco- 
nomic growth is assured. 

Today, in 1987, itis gradually dawning 
on many policymakers in European 
countries that economic growth alone 
will not be able to bring us back to full 
employment within a humanly tolerable 
and politically acceptable period of time. 
In such circumstances the idea of full 
employment must be dropped, or a 
more employment-intensive growth path 
must be introduced, or a set of comple- 
mentary employment measures must be 
designed that will be implemented simul- 
taneously, with the economic and finan- 
cial policies directed to economic recov- 
ery. This article will focus mainly on 
complementary employment policies, 
including the reduction of working time. 
But let me say immediately that I con- 
sider most of the discussion, as it is being 


t 
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conducted today, to be rather absurd. 


Indeed, not enough consideration is 
given to the totally different situation 
thet will exist in the European labor 
market ten to fifteen years from now, no 
lessons are being drawn from history, 
and insufficient attention is given to the 
need to invest in human capital. 


COMPLEMENTARY EMPLOYMENT 
POLICIES FOCUSING ON ... 
REDUCTION IN WORKING TIME 


Although there is less talk about 
recuctions of working time today as 


compared to a few years ago, such `. 


po_icies are still considered to be of great 
relevance in the present difficult employ- 
ment situation in Europe. Five tradi- 
tional policies: have been proposed, 
which we shall quickly review in this 
part of the article. I believe that all these 
po-icies are flawed and I will therefore 
propose later in this article an unortho- 
dox policy that I believe to be more 
effectively: geared to the present and 
future situation. | 


Early retirement 


Although there is a lot of talk about 
recucing the retirement age from 65 to 
63. 61; and even lower, it is quite clear 
that such a measure would not amount 


to anything substantive with regard to 


creating additional employment oppor- 
tunities. In the Netherlands, for instance, 
mcre than half of the people-in the age 
group 63-64 already draw on social 
insurance funds for those declared unfit 


for work. Of the remaining number of. 


elderly workers, more than half occupy 
places that are bound to be abolished in 
due course for reasons of rationalization 
and streamlining. 
All in all, perhaps 20 to 25 percent of 
the jobs presently occupied by older 
j , 
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workers will be vacated; they can and 
will be filled by younger workers. More- 
over, early retirement is somewhat of a 
contradiction in terminis. More and 
more people in our day and age in most 
industrialized countries feel fit and well 
for much longer than was formerly the 


. case. In this context, it is interesting to 


note that retirement age in the United 
States has been postponed till 70. 

The conclusion must be that this mea- 
sure may be fairly simple to introduce, 
but that it is not very effective toward 
solving the unemployment problem. 


Extension of compulsory education 


-= More or less the same reasoning 


applies for extending compulsory edu- 
cation. as for early retirement schemes. 


A measure to extend compulsory educa- 
tion until, say, 18 is rather defensive 
because it strives to keep young people 
from entering the labor market. But far 
more than half the young people in the 
age group 16-17 already attend school. 
Of the others, not all enter the labor 
market straightaway. ‘Again, therefore, 
the actual percentage that is prevented 
from entering the labor market is 
approximately 20 to 25 percent. These 


. young people are detained at school 
‘more or less against their will. 


_ It might perhaps be said that to keep 


- youngsters from lower social circles 


longer in school serves an important 
sociocultural end, by bettering their 
chances to improve their educational 
backgrounds. But this aim can be 
achieved i in other ways, as will be shown 
later. 

It should be borne in’ mind that 
keeping young people in school against 


- their inclinations will result in poorer 


qualitative results, will draw heavily on 
a country’s education budget, and may 
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cause the youth to look at school with a 
lasting distaste. 


Longer holidays 


The alternative of longer holidays is 
only mentioned here for completeness’s 
sake, because unless holidays become 
very much longer—and then we shall 
really have a situation of paid educa- 
tional leave—such a measure would 
hardly achieve tangible results in employ- 
ment terms. Moreover, it has its disad- 
vantages, ranging from shops having to 
be kept closed for much longer periods 
to even stronger stimulation of mass 
tourism and this while we are just begin- 
ning to realize that such things do not 
make us any happier. In the end, nothing 
would be achieved by such a measure, 
unless it is turned into paid education 
leave, as set out later. 


Shorter working weeks 


Shorter working weeks will probably 
not achieve tangible results in the middle 
or long term. Employment or unemploy- 
ment tends to remain constant whether 
the working week is of 48, 40, or 35 
hours. In the past, employers have 
strongly opposed a reduction of working 
time, but time and again we have seen 
that ultimate results were not too bad 
owing to the adaptability of people and 
to the improvement of labor produc- 
tivity by the introduction of technolog- 
ical innovations. 

Trade unions now go to the other 
extreme in thinking that more jobs can 
thus be created. In my opinion, this is 
just about as naive as the employers’ 
stand. In no time technology and pro- 
ductivity would catch up with the new 
situation and we should be faced once 
more with the necessity of finding other 


ways and means of shortening working 
hours. Moreover, scarce know-how and 
skills will become even scarcer, and men 
and women alike will be at their wits’ 
end because shorter working hours away 
from the house will mean more time 
spent there, creating additional chores. 


Fewer working hours per 
day—a five-hour 
working day 


Working fewer hours each day implies 
not so much that additional jobs will be 
created as that the available quantity of 
work will be divided among more indi- 
viduals, with all the negative income 
consequences. 

In fact, it implies a shift from the 
present situation of one occupant per 
job to a situation of two occupants per 
job. These two will together earn at least 
as much as the one person before and 
together may well have greater produc- 
tivity. Another consequence is that more 
persons—foremost among them women 
who work at home—will be able to do 
paid work away from home. It is there- 
fore hardly to be wondered at that 
women’s lib movements, in particular, 
favor this idea: not only will paid work 
be divided, but so will unpaid—house— 
work. It also means, however, that every- 
one will be more or less obliged to seek a 
partner, not only to share life with but 
also in order to enjoy full income! 

Markets will develop in which single 
people advertise for partners of similar 
professional level and interests. Although 
this does not have to be bad in itself, it 
does carry some dictatorial aspects 
unless one thinks in terms of a more 
subtle and differentiated approach. But 
this would have consequences for the 
effectiveness of fewer daily working 
hours. For example, if greater flexibility 
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enabled one individual to do two jobs, 
the effects of fewer working hours per 
day would be completely annihilated or 
even reversed. In such circumstances 
many individuals would probably tend 
to work ten hours a day instead of five. 

Summarizing, the proposal implies 
tha: two people will have to work in 
order to earn one average income; other- 
wise the whole system would have reverse 
effects on the employment situation and 
on the economy as a whole. 


PROPOSAL FOR A FLEXIBLE MIX OF 
WORK, EDUCATION OR 
TRAINING, AND LEISURE 


We believe that a different and more 
comprehensive approach is required to 
reduce the amount of time that indi- 
vid-ials spend in the labor market during 
their life spans.! Such an approach 
would not be limited to relatively unim- 
portant measures of labor market policy, 
but would consist of a more global 
package, including educational policies, 
labor market policies, and social poli- 
cies, combined with economic restruc- 
turing and development cooperation 
policies. 

-t is our opinion that a social and 
cultural policy package should be pro- 
posed, in addition to purely economic 
preposals. The foremost characteristic 
of the new package is that it would 
combine a progressive policy with leaving 
the greatest possible initiative to the 
individual, who would thus have more 
control over shaping his or her career 


1. For a more detailed treatment of what 
follows, see Louis J. Emmerij and Joop Clobus, 
Volledige werkgelegenheid door creatlef verlof— 
Nacr een maatschappij van de vrije keuze [Full 
employment through creative leave—towards a 
society of free choice] (Deventer, Netherlands: 
Kluwer, 1978). 


163 


and life pattern than is the case at 
present. Such a global approach must 
also be able to deal with the rationing of 
labor, but as a by-product rather than as 
its major, or even sole, objective. What 
would be the contours of such a global 
approach to the unemployment prob- 
lem in industrialized countries? 

The life of an individual is divided 
into three parts, separated in most coun- 
tries by watertight partitions: 


—the period spent at school and, for 
the more fortunate, at university; 

—active life, whether spent on the 
labor market or not, whether remu- 
nerated or not; and 

—the post-retirement period. 


These periods follow one another sequen- 
tially. We go to school at an early age 
and remain there until 16 or 18 years 
old, depending’ on the country, and, in 
the case of university students, very 
often up to the age of 25 or even older. 

Then we enter the period of so-called 
active life until the age of 60 or 65, when 
we are kindly but firmly asked to go out 
into retirement. It is very difficult— 
particularly in most European countries— 
to reverse the sequence of these three 
events. | 

The essence of our proposal is to 
transform this rigid sequential system 
into a more flexible recurrent system, in 
which it will be possible to combine or 
alternate periods of education, work, 
and retirement throughout a person’s 
adult life. 

The idea of recurrent education, which 
cuts through the first two periods of life, 
was launched toward the end of the 
1960s and has been discussed ever since. 
The complementary idea of retirement a 
la carte has been discussed less fre- 
quently, but it is the logical extension 
and the mirror image of recurrent edu- 
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cation because it cuts across the second 
and third periods. Individuals could 
even be given the opportunity to com- 
bine all three periods by, for example, 
taking at age 30 a period of six months 
of anticipated retirement in order to 
continue or resume further education. 
Although this sounds extremely straight- 
forward and simple, in reality it amounts 
to a social and cultural change of the 
first order. 

Before going into somewhat more 
detail, it is important to siress the advan- 
tages of such an approach for the various 
partners, social and individual, in our 
countries. 

In the first place, this much more flex- 
ible approach would enable an equally 
flexible labor market policy to be intro- 
duced that would have advantages both 
for employers and for workers. The 
employers would obtain a labor force 
that could be more easily and more 
quickly retrained in line with technolog- 
ical changes. The workers would have 
easier and more frequent chances to 
reorient themselves. 

The educational system as it exists at 
present is extremely rigid and has long 
time lags. These were two of the reasons 
why in the 1950s and 1960s forecasts of 
occupational and educational structures 
of the labor force became fashionable. 
These were long-term forecasts due to 
the long gestation periods inherent in 
the educational production process. 
Indeed, it takes approximately six years 
to complete each of the main levels of 
the educational system. Hence, the 
school will react very slowly to changes 
in technology, which, in turn, have 
implications for the required skill struc- 


` ture of the labor force. 


Experience has shown that it is nigh 
impossible to make more or less reliable 
long-term forecasts of the occupational 


and educational structures of the labor 
force. It is therefore much more realistic 
and desirable to shorten the gestation 
periods because, by doing so, the educa- 
tional system will become more easily 
adaptable. In other words, the relation- 
ship between school and work will be- 
come closer, more effective, and more 
beneficial to all parties. 

In the second place, there is a specific 
advantage to the individual in terms of 
being able to better realize his or her full 
potential. 

We all know that motivation occurs 
at very different moments in a person’s 
life and not necessarily at those points in 
time required by the sequential educa- 
tion system. Educational opportunities 
and achievements will definitely be 
enhanced if individuals can go back to 
school when they are motivated todo so 


_ instead of being pushed by parents or by 


other persons in authority to remain in 
school. These people are right, of course, 
because in the present setup it is difficult 
to return to school once one has dropped 
out. 

What is true for educational oppor- 
tunities is equally true for occupational 
and income opportunities. In the global 
approach that we favor, individuals have 
more than one occasion to orient or 
reorient themselves in the labor market. 
We go even further and offer individuals 
the possibility of taking a period of 
anticipatory retirement earlier in life, 
during which they do not necessarily 
have to return to school but can do other 
things for which they are strongly moti- 
vated at that particular time of their 
lives. 

In the third place, its flexibility also 
makes our approach an effective anti- 
cyclical weapon. At times when a par- 
ticularly strong but temporary economic 
storm flays our countries, more people 
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could be encouraged to withdraw for a 
while from the labor force in order to 
benefit from recurrent education or from 
a sebbatical period. 

In the fourth place, and this is also an 
ant:structural weapon, we shall have on 
the average fewer people in the labor 
market at each point in time than is 
presently the case because—and again 
on the average—people will spend more 
time in the first and third blocks of their 
life as compared to the second. In this 
way, total labor supply will diminish. 

The approach we advocate is thus on 
the one hand a generalization of tradi- 
tional trade union demands for shorter 
working hours, more holidays, and ear- 
lier retirement and, on the other hand, a 
generalization of the more recent pro- 


posals with respect to part-time work, ` 


the sharing of jobs, and the rationing of 
labor supply in general. 

Our global approach thus kills several 
birds with one stone; the economic 


structural limits will for once be consis- : 


tent with the sociocultural objectives of 
the individual. Instead of a diminishing 
majority that works harder and harder 
and an increasing minority that is 
expelled shamefully from the labor mar- 
ket, we are proposing that available 
work be rationed more intelligently and 
more comprehensively than has been 
suggested so far. a 

Let us look at the various dimensions 
intervening on the supply side of our 
approach in a little more detail. 

First, there is the necessity of intro- 
ducing a system of recurrent education 
after the compulsory schooling period. 
There are almost as many definitions of 
recurrent education as there are people 
who believe they know what they are 
talking about! For many it is a second- 
chence network parallel to the full-time 
formal education system. This is def- 
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initely not the case. Recurrent educa- 
tion, as we understand it, is a compre- 
hensive and flexible post-compulsory 
educational system that combines the 
present formal educational branches and 
the various types of adult education. 
Recurrent education therefore does not 
necessarily imply creating additional 
types of education and training, but the 
integration of existing types into one 
harmonious whole. In order to speak 
about recurrent education, four condi- 
tions must be met: 


1. The education system must be able 
to receive people from all age groups. 

2. It must be one integrated education 
and training system, as indicated earlier. 

3. It must offer educational units of 
variable and flexible duration that can 
be used as building blocks for, and 
stepping stones toward, obtaining a 
diploma or degree. l 

4, It must have exit possibilities at 
different levels that are all to be awarded 
with a diploma or degree. 


A few words on each of these four 
points. 

On the first point, it is to be expected 
that most youngsters who decide at the 
age of 17 or 18 to postpone the continu- 
ation of their studies for a while will 
resume their schooling between their 
twentieth and thirtieth birthdays. This 
makes sense from an individual and 
therefore private rate-of-return point of 
view. It also makes sense from the 
macroeconomic and therefore social 
rate-of-return viewpoint. Were people 
to decide to start their university educa- 
tion at, say, 55 they could not expect to 
receive important material returns in 
terms of income during the rest of their 
lifetime—nor could society. It is to be 
expected that as people grow older, they 
will prefer to take up stretches of antic- 
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ipatory retirement in order to do other 
things than to return to school. 

The second point is important because 
in our approach individuals must be 
able to travel along alternative educa- 
tional paths and still achieve the same 
educational goal. People must have the 
opportunity to obtain the same credits 
by spending, say, 52 long weekends at 
school as by attending a full-time edu- 
cation program during a period of three 
to four months. This flexibility must be 
built into the recurrent system, other- 
wise it cannot cope with the much 
greater variety of students and circum- 
stances of today’s situation. 

This is much more easily said than 
done—hence the third point, namely, to 
introduce educational units that in rela- 
tively short time periods can provide a 
well-rounded part of a given educational 
career. The student or participant can 
thus build up credits in a flexible manner 
and does not lose them; they contribute 
to the total credits necessary to obtain a 
particular diploma or degree. 

The fourth and last point refers to the 
necessity for recurrent education to have 
exit possibilities at different levels so 
that we do not fall into the all-or- 
nothing trap of current educational 
systems. 

In summary the educational char- 
acteristics of our approach are the 
following: 


—to hold as many options open for 
as long a period as possible; 

—to transfer to a later age the empha- 
sis on pursuing higher levels of 
education in order to interrupt the 
rat race of spending more and 
more years of education in the 
eXisting sequential system, even 
when there is no real desire to do 
so; and 


—to integrate formal and nonformal 
types of education. 


The second dimension of our ap- 
proach is the labor-market-policy com- 
ponent. Our proposal will have positive 
effects on the structural, cyclical, and 
individual levels of labor market policy. 

On the structural plane, our approach 
will be instrumental in creating a better 
linkage between the changing skills 
required, on the one hand, and the 
educational and training supply deliv- 
ered by our recurrent educational sys- 
tem, on the other. There is no doubt that 
one of the more important structural 
problems that we face in our industri- 
alized countries, namely, the growing 
mismatch between skills required and 
qualifications supplied, will be effec- 
tively countered by our proposals. 

On the cyclical plane, the govern- 
ment, through appropriate incentives, 
can stimulate relatively more people to 
leave the labor force temporarily during 
an ebb tide of the economic situation. 
But more precise targets can be attained. 
For instance, the government could well 
direct such measures to a specific sector 
of the economy or to specific groups of 
workers in the labor force. This could be 
done by giving higher financial rewards 
to people working in that sector or in 
that specific group—higher rewards to 
withdraw for a given period of time into 
education or training. In other words, 
paid educational leave need not neces- 
sarily be the same from one group to 
another, from one sector to another, or 
from one period of time to another. 

On the individual plane, the advan- 
tages of our proposals for individuals to 
reenter the labor market or to change 
within it are obvious and reflect those 
mentioned under the structural and 
cyclical components. 
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There is, however, one additional 
po:nt that needs to be emphasized. This 
refers to the possibility for the indi- 
vidual to obtain an orientation period in 
the labor market after terminating his or 
her compulsory schooling and before 
starting recurrent education and training. 
During this period youngsters who have 
not yet firmly decided on their profes- 
sional career will have the possibility of 
sniffing at various job opportunities. 
This would replace the training periods 
of today—training periods that are very 
often neither education, nor training, 
nor work, but fall between all these 
stools. 

A third dimension of our package is 
releted to income distribution. What 
would be the implications of the system 
of recurrent education and leave for the 
income distribution of our countries? 
The perverse effects on tertiary income 
distribution of additional educational 
and other facilities have frequently been 
noted. Indeed, in most cases education 
is provided at strongly reduced prices 
through government subsidies, which 
come from taxes paid by all. On the 
other hand, we know that those who 
attain higher levels of education fre- 
quently come from the higher social 
classes. Such a situation is aclear exam- 
ple of how the poor subsidize the rich. 
This is one illustration of perverse effects’ 
providing not only education, but also 
health and other facilities at subsidized 
prices. 

We must therefore take care that paid 
educational leave is granted as a matter 
of priority to those who have not been 
able to benefit optimally from educa- 
tional facilities when young. In other 
words, a positive discrimination must be 
introduced in order to counter the per- 
verse effects. 
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Still on the subject of income distri- 
bution, Jan Tinbergen has drawn on 
time series from the Netherlands to 
show that education has expanded faster 
than warranted on purely economic and 
technological grounds. This apparent 
educational oversupply has resulted ina 
narrowing of income disparities between 


people with different levels of educa- 


tional attainment.? If his conclusions are 
correct and can be generalized to situ- 
ations in other countries, it would follow 
that our proposals could have further 
positive implications for income distri- 
bution while at the same time main- 
taining a somewhat better balance be- 
tween the demand for skills and the 
supply of qualifications. 

Another implication—and this is a 
fourth dimension of our proposal— 
would be to create a better work climate. 
The genuine possibility that people would 
occasionally have to withdraw from the 
labor force is likely to diminish the 
number of those who declare themselves 
sick or otherwise unfit for work. Absen- 
teeism due to sickness is a growing 
problem in most countries. Very often it 
is due to the fact that people work for 
too long a period under great stress. The 
safety valve provided by voluntary with- 
drawal could make a big difference. 

Moreover, people who withdraw vol- 
untarily from the labor force are in a 
very different psychological situation 
from those who are forcefully expelled. 
Pressure on health facilities can there- 
fore be expected to diminish, implying a 
considerable saving of money in the 
health and welfare sectors—money that 
can be used toward financing our pro- 
posals. Finally, our policy package will 


2. Jan Tinbergen, Income Distribution: Anal- 
yses and Policies (Amsterdam: North-Holland, 
1975). 
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almost necessarily imply the harmoniza- 
tion of the entire social security system. 
This also means that the great variety of 
pension schemes now in existence must 
be integrated in such a way that people 
are no longer confronted with bureau- 
cratic problems when moving from one 
firm to another, or from one job to 
another, with respect to rights to retire- 
ment benefits. 


THE FINANCING OF 
PAID EDUCATIONAL LEAVE 


Many may be inclined to think that 
the approach that has been set out is a 
very positive way to cause unemploy- 
ment to disappear by redefining the 
concept of full employment. On the 
other hand, the costs involved might be 
such as to render its realization unlikely, 
particularly if large numbers of people 
were to be involved during the initial 
stages of introduction of paid educa- 
tional leave, as should indeed be the 
case. This would be judging too fast, 
however. Part of the trick—and this is 
where it ceases to be a trick—is to use 
the money now invested in social secu- 
rity schemes of all kinds to finance our 
proposal concerning recurrent educa- 
tion and leave. 

Those who will benefit from our 
approach will consist of two groups: 
first, the youngsters who, after having 
finished compulsory education, continue 
immediately with what will then be 
recurrent education; and second, those 
who, after having worked for a certain 
period of time, withdraw voluntarily 
into a period of paid leave. 

The financing of these groups will 
come from different sources. The cost of 
the first is now carried by the ministry of 
education’s budget, combined with tax 
and other facilities granted to the par- 


ents involved. In our approach, the 
financial resources, insofar as they come 
from different budgets, will need to be 
centralized. 

In practice, this will amount to the 
granting of a student salary and to 
the abolition of present tax and other 
facilities. | 

During periods of paid leave, the 
incomes of those in the second category 
must come from the amounts that are 
now paid by social security facilities to 
people who are involuntarily expelled 
from the labor market. We refer to those 
of the unemployed who are declared to 
be unfit for wor< and to some of those 
who are sick and who, through health 
insurance schemes, can be viewed as 
being disguised as unemployed. 

One can easiy calculate the magni- 
tudes involved, regarding people who 
fall under unemployment benefits, unfit- 
for-work benefits, and sickness insur- 
ance, respectively, but who should in 
reality be classified as structurally unem- 
ployed. In other words, the groups that 
one must separete from the rest consist 
of people who ere either openly unem- 
ployed or unemployed in a more or less 
disguised manner, and who find them- 
selves in those categories because of the 
structural unemployment problem in 
the industrialized world. 

The essence of such calculations is to 
estimate the number of people who can 
withdraw voluntarily into paid educa- 
tional leave at any point in time without 
additional costs being incurred by soci- 
ety, as compared to the present expenses 
involved in un2mployment and social 
security schemes of all kinds to ensure 
the incomes o7 those who are either 
openly or covertly unemployed. 

Instead of spending billions of mon- 
etary units for negative reasons—expel- 
ling people from their working envi- 
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ronment or forcing young people to 
remain at school while the majority 
wauld prefer to do something else before 
eventually returning to the educational 
system—we propose that the same 
amount of money should be used for 
positive reasons. Our approach creates a 
new form of income maintenance for 
periods of inactivity. The difference is 
thet involuntary inactivity for some— 
normally the weaker groups of society— 
is replaced by periods of voluntary non- 
working for all. 

‘Clearly, there are a certain number of 
problems, but there are also possibil- 
ities. First of all, one might wonder 
whether it is realistic and, indeed, 
responsible to use funds that are typi- 
cally meant to remedy cyclical difficul- 
ties for the solution of structural prob- 
lems. But I have already explained that 
social security moneys are more and 
more used to alleviate or to hide struc- 
tural unemployment problems. The 
statement that these funds are used 
mainly for cyclical purposes is thus 
already becoming less true. We are wit- 
nessing the fact that social security funds 
are increasingly used to face up to a 
structural unemployment situation that 
threatens to last throughout the 1980s 
and well into the 1990s. This being so, it 
would be more honest to recognize this 
fac: and to separate out those funds that 
are to be used for cyclical purposes from 
the rest. 

A second problem, or possibility, is 


tha: concerning the introduction of incen- - 


tives and disincentives for certain groups 
in society to take up—or not take up— 
education leave. Any policy measures 
on the supply side of the labor market 
must be sufficiently flexible and even 
reversible in the event that in the 1990s 
we face a totally different situation in 
the labor market. In other words, we are 
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concerned with the general problem of 
how to ensure that the right number of 
people, having the right composition, 
withdraw voluntarily from the labor 
market at any point in time. 

Overall, the total number of people 


involved might be influenced by changing ` 


the percentage of income to be paid. 
Instead of a payment during the leave 
period of, say, 80 percent of the latest 
income, the payment could be increased 
to 85, 90, or even 100 percent in order to 
make it more attractive for certain peo- 
ple in certain sectors and in certain 
regions to take up the opportunity. The 
payments could be differentiated—for 
example, by proposing a higher percent- 
age for people who want to go into 
educational courses that are in high 
demand in the labor market than for 
those who want to go elsewhere. 
Finally, there is the problem of how 
to start the whole scheme, assuming that 
all other obstacles have been cleared. If 
the proposal is to be any of real benefit 
to the employment problem, it is essen- 
tial that people who are now in produc- 
tive employment decide at-the outset to 
take up educational leave. But that is 
not all. Not only must we have many 
guinea pigs but their jobs must be taken 
by people who are now unemployed. 
Only in this way can we in due course 
replace structural unemployment by 
educational or creative leave. Otherwise 
we shall be faced with an accumulation 
of both structural unemployment and 
educational leave. The proposal would 
then break down. Therefore we have a 
matching problem on our hands: howto 
make sure that those who withdraw 
voluntarily into educational leave have 
more or less the same qualifications -as 
those who are at present unemployed. In 
this connection it is clear that we must 
start by convincing those workers with 
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the lowest educational and training 
backgrounds to take their educational 
leave first. This will kill two birds with 
one stone: first, these are the people for 
whom educational leave is relatively the 
most useful; second, it is in this category 
that we find the bulk of the unemployed. 
In other words, the matching problem in 
this situation would be much easier than 
in any other and also more productive. 
The question of how the guinea pigs and 
all those who take advantage of educa- 
tional leave thereafter can ever be rein- 
serted into the labor market is very easy 
to answer. Once the operation has 
started, some group of people will be 
away from the labor market at any point 
in time. There will be an ever changing 
rotating group. By the time the guinea 
pigs return from their educational leave, 
another group will have just gone into 
voluntary retirement. Their places will 
therefore be vacated and will be refilled 
by the guinea pigs and so on and so 
forth. 


CONCLUDING REMARKS 


What has been proposed in this article 
amounts to profound changes in the 
social and cultural domains of society 
with a view to achieving a better balance 
between remunerative work and other 
aspects of human life. If these changes 
can be brought about, the employment 
problem could also largely be solved. 
Moreover, in the face of lower rates of 
economic growth and continuing upward 
trends in technology and labor pro- 
ductivity, we must move from a defensive 
to a constructive attitude. 

The proposed policy package com- 
bines a progressive policy with restora- 
tion to the individual of a maximum of 
initiatives. 

It has been shown that the proposed 
changes can be financed from existing 


public funds by changing their purpose 
and destination. Only a few, if any, 
additional funds will be required. 

The proposed changes will be equita- 
ble, partly because of the built-in posi- 
tive-discriminatory component. Equality 
of educational opportunities for every- 
one will be boosted and income distri- 
bution will consequently become less 
skewed. Weaker groups in society, who 
are now becoming more and more vul- 
nerable, will become stronger as they are 
given additional opportunities to return 
to education and other forms of self- 
improvement. 

The proposed measures will also be 
efficient because they will boost labor 
productivity and improve the working 
climate. They will also increase the flex- 
ibility of the labor market and facilitate 
adjustments to technological changes. 

Obviously, at the level of enterprise 
and organizations, personnel policies 
must be adapted to face the situation in 
which more people will be on the payroll 
than actually on the shop floor because 
a certain percentage will, at any point in 
time, be on paid leave. This requires 
organizational adaptations that, how- 
ever, are not totally new. In principle, 
the required adaptations do not differ 
much from the measures that must be . 
taken by firms facing a relatively high 
level of absence because of sickness. 
However, there is a difference in favor of 
paid leave, because the latter can be 
planned, whereas sickness is more diffi- 
cult to foresee. 

The proposed policy package will 
also imply an important adaptation of 
the welfare state in favor of giving 
individuals more initiative and scope to 
shape their own life patterns and moving 
away from central government-imposed 
fixed patterns where these are not strictly 
necessary. 
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HILE the economic recessions of 

the 1970s and 19&0s resulted in 
high levels of unemployment in the 
majority of the nations of the Organiza- 
tidn for Economic Cooperation and 
Development (OECD), rates of unemploy- 
ment remained at a low level in Austria, 
Japan, Norway, Sweden, and Switzer- 
land. Moreover, the full-employment 
countries managed to maintain high 
or moderately high total employment 
growth rates and high labor force par- 
ticipation ratios, with the exception of 
Switzerland. Why has the labor market 
performance in these countries been 
better than in other OECD nations? 
This is the basic question that will be 
addressed in this article. 

International differences in rates of 
unemployment, it can be argued, are 
attributable to differences in the nature 
and the number of economic-structural 
obstacles to full employment. Thus, for 
example, efforts to maintain full employ- 
ment are facilitated by low growth rates 
in labor supply, high growth of the gross 
domestic product (GDP) and low pro- 
ductivity growth, and a low degree of 
trade dependency, to mention just a few 
factors. In contrast to this, governments 
that are confronted with high labor 
supply growth rates, weak GDP growth 
and high productivity growth, heavy 
external dependence of the economy, 
wage rigidity, and the presence of indus- 
tries with heavy adjustment problems 
will find it far more difficult to control 
unemployment effectively. ! 

However, it does not necessarily 
follow from this that economic-struc- 
tural obstacles to full-employment pol- 


I. See, for example, Organisation for Eco- 
nomic Co-operation and Development (OECD), 
Employment Growth and Structural Change 
(Paris: OECD); OECD Economic Outlook, no. 
35, pp. 40-47 (1985). 


icy, or favorable conditions for full- 
employment strategies, actually result in 
increasing levels of unemployment or in 
full employment. Structural-economic 
circumstances present problems, but they 
do not dictate a particular solution. The 
nature of particular solutions is largely 
contingent upon the impact of factors 
that intervene in the complex relation- 
ship between structural-economic cir- 
cumstances and labor market outcomes. 
Among the intervening factors, three— 
political processes, strategies of collec- 
tive actors, and policies—deserve to 
receive major attention. Empirical analy- 
sis of the data that were collected in my 
research project on economic and social 
policy in OECD countries serves to 
illustrate this point.? Table | arrays data 
on rates of unemployment and on a 
simple additive index of structural-eco- 
nomic obstacles to full-employment pol- 
icy in 15 OECD nations (see Table 1). 
One of the most intriguing findings of 
the data consists of the weakness of the 
statistical association between rates of 
unemployment and the index of struc- 
tural obstacles to full-employment pol- 
icy. Relative to the nature and number 
of economic-structural problems, the 
full-employment nations, except Japan, 


2. Labor market data for this article were 
taken from OECD, OECD Labour Force Statis- 
tics (Paris: OECD, annually); OECD Employ- 
ment Outlook (1985); OECD, OECD Economic 
Outlook-— Historical Statistics, 1960-1982 (Paris: 
OECD, 1984). Political data were taken from 
Manfred G. Schmidt, “The Welfare State and the 
Economy in Periods of Economic Recession,” 
European Journal of Political Research, 11(1):1- 
27 (Mar. 1983); David R. Cameron, “Social 
Democracy, Corporatism, Labor Quiescence, and 
the Representation of Economic Interests in 
Advanced Capitalist Societies,” in Order and 
Conflict in Contemporary Capitalism, ed. John 
H. Goldthorpe (Oxford: Clarendon Press, 1984), 
pp. 143-78; Klaus von Beyme, Parteien in west- 


lichen Demokratien (Munich: Pipers, 1984). 
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were by no means in a better position 
than the nations that were plagued by 
mass unemployment. Austria, Norway, 
Sweden, Switzerland, and also Japan 
have managed to maintain too much full 
employment, relative to the strength of 
pressure that was generated by struc- 
tural-economic characteristics of these 
nations. Conversely, the rates of unem- 
ployment in the majority of the mass- 
unemployment countries have been too 
high, relative to structural-economic 
circumstances.3 It is this differential 
responsiveness of rates of unemploy- 
ment to structural-economic problems 
that requires explanation. Following 
recent political-institutionalist contri- 
butions to the comparative study of 
public policy and macroeconomic perfor- 
mance,‘ I will argue that the variation in 


3, Similar results—not reported here—can 
be obtained for separate regressions of single 
economic-structural indicators on rates of unem- 
ployment. 

4, See, for example, David R. Cameron, “The 
Expansion of the Public Economy,” American 
Political Science Review, 72(4y:1243-61 (Dec. 
1978); Francis G. Castles, ed., The Impact of 
Parties. Politics and Policies in Democratic Capi- 
talist States (Newbury Park, CA: Sage, 1982); 
Jens Alber, Vom Armenhaus zum Wohffahrtsstaat: 
Analysen zur Entwicklung der Sozialversicherung 
in Westeuropa (New York: Campus, 1982); Man- 
fred G. Schmidt, Wohlfahrtsstaatliche Politik 
unter bürgerlichen und sozialdemokratischen 
Regierungen: Ein internationaler Vergleich (New 
York: Campus, 1982); idem, “Welfare State”, 
Cameron, “Social Democracy”; Cerhard Lehm- 
bruch, “Concertation and the Structure of Cor- 
poratist Networks,” in Order and Conflict, ed. 
Goldthorpe, pp. 60-80; Fritz W. Scharpf, “Eco- 
nomic and Institutional Constraints of Full- 
Employment Strategies: Sweden, Austria, and 
West Germany, 1973-1982,” in ibid., pp. 257-90; 
Peter J. Katzenstein, Corporatism and Change: 
Austria, Switzerland, and the Politics of Industry 
(Ithaca, NY: Cornell University Press, 1984); 
Leon N, Lindberg and Charles S. Maier, eds., The 
Political Economy of Inflation and Economic 
Recessions (Washington, DC: Brookings Institu- 
tion, 1985). 


rates of unemployment, controlling for 
economic-structural circumstances, can, 
to a fairly large extent, be accounted for 
by an explanation that rests on political 
determinants of labor markets. 


POLITICAL ASPECTS OF LABOR 
MARKETS: THE LABOR-DOMINATED 
ROAD TO FULL EMPLOYMENT 


With respect to economic-structural 
problems—such as heavy external depen- 
dence, and the presence of crisis indus- 
tries and institutional rigidities that, it is 
commonly argued, prevent the labor 
market from clearing—Austria, Sweden, 
and Norway were not in a dramatically 
better position than were countries in 
which unemployment strongly increased 
(see Table 1). Despite this, the rates of 
unemployment in these countries re- 
mained low. Why? 

It is my contention that an under- 
standing of full employment in these 
countries must largely be premised on a 
political explanation.’ Austria, Norway, 
and Sweden may be regarded as repre- 


5. This section is based on OECD, OECD 
Economic Surveys: Austria (Paris: OECD, annu- 
ally); idem, OECD Economic Surveys: Norway 
(Paris: OECD, annually); idem, OECD Economic 
Surveys: Sweden (Paris: OECD, annually); and 
on numerous contributions to the study of eco- 
nomic policy and labor market policy in these 
nations. See, for example, Franz Butschek, Voll- 
beschaftingung in der Krise: Die österreichische 
Erfahrung 1974 bis 1979 (Vienna: Wirtschafts- 
verlag Dr. Orak, 1981); Günter Schmid, “Arbeits- 
marktpolitik in Schweden und in der Bundes- 
republik,” in Aktive Arbeitsmarktpolitik, ed. 
Fritz W. Scharpf et al. (New York: Campus, 
1982), pp. 29-62; Katzenstein, Corporatism and 
Change; Scharpf, “Economic and Institutional 
Constraints”; Manfred G. Schmidt, “The Politics 
of Unemployment: Rates of Unemployment and 
Labour Market Policy,” West European Politics, 
7(3):5-24 (July 1984); Gésta Esping-Andersen, 
Politics against Markets (Princeton, NJ: Prince- 
ton University Press, 1985). 
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senting the major examples of a labor- 
dominated full-employment policy pro- 
cess. In these nations, trade unions are 
highly organized, politically united, and 
ideologically moderate. Moreover, they 
have participated in tripartite corpo- 
ratist arrangements over a long period 
and have consequently been successful 
in institutionalizing their power. Mea- 
sured by indicators of working-class 
mobilization and Social Democratic par- 
ties’ participation in government, the 
Austrian, Norwegian, and Swedish labor 
movements are exceptionally strong. In 
these countries, a balance of class forces 
has been characteristic of the structure 
of industrial relations, the distribution 
of power in parliament, and the pre- 
vailing ideological hegemony. Ideolog- 
ically, solidaristic Social Democratic 
values are strongly emphasized on the 
part of the electorate and on the part of 
the majority of the political elites. Rela- 
tionships between unions, employers, 
and the state tend to be based on the 
principles of compromise and equal 
exchange—or, at least, on an institu- 
tionalized stalemate between collective 
actors too powerful to be coerced into 
acquiescence—and these principles also 
influence the timing and the content of 
economic and labor market policy. Toa 
large extent, full employment in these 
countries is an aspect of the prevailing 
political orthodoxy. Thus the political 
strategy of whatever party is in office 
aims at maintaining high levels of 
employment. 

Institutional conditions, such as the 
relative high degree of policy coordi- 
nation across policy areas and the low 
degree of autonomy on the part of the 
central bank, have facilitated the forma- 
tion and implementation of fiscal-mon- 
etary-incomes policy mixes oriented 
toward full employment. The instru- 
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ments that were adopted for the purpose 
of maintaining high levels of employ- ` 
ment varied from country to country. 

Among the major characteristics of 
Norwegian full-employment policy, the 
long tradition of, and the expertise in, 
global demand management and fine- 
tuning the economy deserve to receive 
major attention. The Norwegian author- 
ities have continued to attach the high- 
est priority to the maintenance of full 
employment and have been more or 
less successful in offsetting recession- 
ary tendencies emanating from abroad 
by sharply raising levels of domestic 
demand, expanding employment oppor- 
tunities in the public sector, introducing 
or extending flexible industrial policy 
measures, and maintaining a protection- 
ist shelter for rural areas and regions 
with a stronger primary sector. 

In Sweden, a wide range of selective 
or active labor market policy measures 
have been used to combat unemploy- 
ment, while coordination of fiscal, mon- 
etary, and wage policy has been weaker 
than in Austria. Swedish labor market 
policy was estimated to have reduced 
the potential rate of unemployment by 
more than four percentage points per 
year. In addition, the extraordinarily 
strong increase in employment in the 
public sector more than offset em- 
ployment losses in the’ private market 
economy. 

In contrast to Sweden, the employ- 
ment policy approach that the Austrian 
authorities, supported by the trade 
unions and employers’ associations, 
chose in the 1970s emphasized the impor- 
tance of a capitalist growth policy, based 
in a highly developed coordination of 
expansionary fiscal policy, moderately 
expansionary monetary policy, incomes 
policy, and wage restraint and comple- 
mented by short-term work measures 
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and bans on overtime work and labor- 
hoarding practices in the private sector 
and, in particular, in the nationalized 
industries. In contrast to Norway and 
Sweden, the control of labor supply 
played an important role in the Austrian 
full-employment policy. Early-retire- 
ment schemes for older workers and, in 
particular, restrictive foreign labor pol- 
icy carried a larger part of the burden 
involved in the management of the eco- 
nomic crisis. With full support from the 
powerful trade unions, the foreign labor 
force’s share of total employment was 
reduced from 8.7 percent in 1973 to 5.3 
percent in 1983. 

As far as the division of responsibility 
for the maintenance of full employment 
in Austria, Norway, and Sweden is 
concerned, the public sector carried a 
major part of the burden that the eco- 
nomic problems of the 1970s generated. 
By international comparison, the growth 
of employment in the public sector in 
these countries has been very strong. 
Thus the Austrian, the Norwegian, and 
the Swedish road to full employment 
rests largely on an active interventionist 
role, of the state and on job-creating 
capacities of the public sector. It is the 
Social Democratization of the state and 
of the civil society in these countries that 
has generated determined efforts to 
maintain full employment. 


POLITICAL ASPECTS OF 
LABOR MARKETS: THE 
CONSERVATIVE-REFORMIST 
ROAD TO FULL EMPLOYMENT 


Similar outcomes may have different 
causes. It has not universally been the 
case that the maintenance of full employ- 
ment in the 1970s and 1980s mirrors a 
labor-dominated policy process. Full 
employment can also result from a policy 
process that is dominated by conser- 


vative-reformist tendencies such as that 
in Japan and Switzerland. 


The Japanese case 


When the Japanese economy entered 
the recession of the 1970s the efforts to 
maintain high levels of employment 
were facilitated by a variety of structural 
characteristics of the economy, such as 
less external dependence and high levels 
of wage differentiation and wage flexi- 
bility. In addition, growth in real GDP 
continued to be higher than elsewhere in 
the OECD area, and this has facilitated 
growth in employment. However, rela- 
tive to excessively high growth in the 
1950s and 1960s, a striking feature of the 
Japanese labor market performance in 
the 1970s and early 1980s has been its 
“apparent relative immunity to weaker 
growth of the economy.”? 

It is my contention that an expla- 
nation of the relative immunity to his- 
torically weaker growth must be based 
largely on the private-public policy mix 
in Japan. While full employment in 
Austria, Norway, and Sweden is based 
on the ideological and political power of 
labor and its corporatist and state inter- 
ventionist correlates, the Japanese case 
of full employment rests on the domi- 
nance of nonsocialist tendencies, the 
weakness and incohesiveness of the Left, 
a weak and strongly decentralized trade 
union movement, and the existence of a 
strong bilateral relationship between the 
state bureaucracy and the business com- 
munity. With respect to employment, 
we are confronted with a dual economy. 


6. This section is based on OECD, OECD 
Economic Surveys: Japan (Paris. OECD, annu- 
ally) and on numerous studies on the Japanese 
labor market. 

7. OECD, OECD Economic Surveys: Japan 
(1983), p. 36. 
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The weaker sector of this economy 
carries a major part of the burden 
involved in managing economic reces- 
sions. The modern sector of this econ- 
omy is strongly influenced by semi- and 
precapitalistic rules of conduct for lead- 
ership and cooperation, which have 
been transmitted from the past and have 
been successfully amalgamated with a 
“creative conservatism” among policy- 
makers. Determined efforts to promote 
economic growth at all costs, including 
the devaluation of the yen in the mid- 
1970s, elimination of excess capacity in 
structurally depressed industries, and 
incentives given to the modernization of 
the industrial structure, coincide with 
the commitment to maintain high levels 
of employment on the part of the gov- 
ernment and the business community. 
Japanese authorities were willing to go 
along with the most advanced European 
practice with respect to maintaining full 
employment by means of expansionary 
demand management, increases in pub- 
lic indebtedness, selective aid to industry 
and individual firms, and selective labor 
market policy but drew the line at 
expanding public sector employment 


and assistance to depressed areas and - 


industries. 

Low rates of unemployment in Japan 
have also been due to a variety of private 
labor market policy measures. Labor- 
hoarding practices, lifetime employ- 
ment systems, cuts in overtime work, 
and extensive reallocation of workers 
within broad internal labor markets of 
larger companies tended to stabilize 
employment at least in the short run. 
Thus, for example, the Japanese econ- 
omy was estimated to retain a surprising 
amount of excess labor—some 6 percent 

8. T. J. Pempel, Policy and Politics in Japan: 


Creative Conservatism (Philadelphia: Temple Uni- 
versity Press, 1982). 
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of the total labor force—at the expense 
of productivity. In addition, flexible 
adjustments of income to productivity 
levels, the acceptance of mobility require- 
ments, and the willingness of wage 
earners to forgo wage increases or even 
to take wage cuts have strongly facilitated 
the rapid “positive adjustment”! of the 
Japanese economy. 

Last but not least, it should be empha- 
sized that the Japanese unemployment 
statistics tend to underestimate the 
underlying weakness in the Japanese 
labor market. Thus, for example, unem- 
ployment statistics do not fully mirror 
the high cyclical sensitivity of labor 
supply. According to estimates, the rates 
of unemployment among female workers 
are not at some 2 percent but, in reality, 
almost twice as high as the figures that 
are originally published. 

It is thus in a threefold sense that the 
Japanese policy of full employment dif- 
fers from the labor-dominated road to 
full employment of Scandinavian or 
Austrian origin. First, there is a wide 
range of differences in the underlying 
political structure of full-employment 
policy. Second, the Japanese full-em- 
ployment record rests almost exclu- 
sively on the rapid expansion of employ- 
ment in the market sector. Buoyant 
recruitment of labor in the private mar- 
ket economy is partly attributable to 
private labor market policy on the part 
of large firms, but it mainly reflects the 
considerable support that the market 
economy receives from public policy. 
Third, the Japanese labor market per- 
formance, defined in terms of conven- 
tional labor market indicators, is some- 


9. Koji Taira, “Japan’s Unemployment: Eco- 
nomic Miracle or Statistical Artifact?” Monthly 
Labor Review, 106(7):36 (July 1983). 

10. OECD, Positive Adjustment Policies: Man- 
aging Structural Change (Paris: OECD, 1983). 
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what weaker than is the performance of 
the Norwegian and Swedish labor mar- 
kets. Thus, for example, the growth in 
total employment and the growth in 
labor force participation ratios in the 
period between 1973 and 1982 were 
weaker in Japan than they were in 
Sweden and Norway. Moreover, hidden 
unemployment in Japan seems to be 
larger than in other full-employment 
countries, except Switzerland. In this 
respect, the Japanese case of full employ- 
ment partly resembles the Swiss road to 
full employment. 


The Swiss road to 
Jull employment 


Measured by levels of open unem- 
ployment, the Swiss labor market’s 
record is exceptionally good. From the 
end of the 1930s till the early 1980s 
unemployment has been virtually close 
to zero. It was not before 1984 that the 
rate of unemployment reached an all- 
time high of 1.0 percent. The Swiss full- 
employment record does not readily 
lend itself to the explanations and gen- 
eralizations that have been prevalent in 
the literature on political and economic 
determinants of rates of unemployment 
so far.!! The unions and the Social 
Democratic Party are weak, but wages 
are high. Although wages are high, the 
rate of inflation is low. And although 
price increases are exceptionally moder- 
ate, and although monetary policy 
follows a restrictive monetaristic policy 
stance, and. despite the absence of fully 
developed demand management, full 
employment is among the most con- 
spicuous characteristic of the Swiss labor 
market. 


Il. For a study of the Swiss case, see Manfred 
G. Schmidt, Der schweizerische Weg zur Voll 
beschiftigung (Frankfurt: Campus, 1985). 


Moreover, the low rate of unem- 
ployment in Switzerland is not amenable 
to a structural explanation. Although a — 
number of factors, such as the absence 
of large-scale basic industries with heavy 
adjustment problems, proved themselves 
to be a major asset in Swiss economic 
policy, efforts to maintain full employ- 
ment were confronted with major struc- 
tural problems, such as heavy external 
dependence of the economy, concentra- 
tion of employment in the industrial sec- 
tor, and major adjustment problems on 
the part of the clock and jewelry indus- 
try and the construction and building 
industries. In addition, the dramatic 
decrease in GDP volume in the mid- 
1970s, itself largely due to an extremely 
tough stabilization policy, contributed 
to the economic malaise. However, the 
rate of unemployment remained at an 
exceptionally low level. | 

Why is the Swiss rate of unemploy- 
ment low? In periods of economic reces- 
sion, full employment in Switzerland 
consists of a balance between the rapid 
decline in the demand for labor and a 
rapid downward adjustment in the sup- 
ply of labor. This contrasts sharply with 
the labor market performance of other 
full-employment countries. The Swiss 
notion of full employment is of a selec- 
tive nature. In political terms the Swiss 
road to full employment rests on a 
conservative-reformist model of social 
partnership between unions, employers, 
and the state that is dominated by 
nonsocialist tendencies. However, the 
norms and the style of conflict resolu- 
tion that guide the decision-making pro- 
cess are strongly influenced by consoci- 
ational techniques, concerns about the 
political integration of labor, and strat- 
egies that attempt to maintain the high 
level of consensus that has emerged in 
Switzerland since the mid-1930s. The 
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priority that is given to the maintenance 
of job security for nationals—Swiss labor 
and foreign workers with a permanent 
residence permit—is an aspect of the 
political exchange between government, 
unions, and employers’ associations. 

In terms of policy, fullemployment in 
Switzerland is based on a policy mix. 
The mix comprises market-oriented, lib- 
eral policies and a limited role of the 
state in demand management, on the 
one hand, and on the other hand, an 
active, directing, and interventionist role 
of the state in sectors that are of strategic 
importance in the efforts to maintain 
job security for nationals. Among the 
major examples of the latter role are the 
control of foreign labor supply and the 
protectionist umbrella placed over rural 
areas. | 

In addition, low rates of unemploy- 
ment in periods of economic crisis are 
attributable to high cyclical sensitivity 
to labor supply on the part of Swiss 
female workers. As far as the dismissal 
and recruitment of labor are concerned, 
Swiss entrepreneurs have considerable 
: room for maneuver. This is basically 
due to the weak legal protection of job 
security for disadvantaged labor market 
groups, and it also mirrors the fact that 
the control of foreign labor supply and 
the retreat of female workers from the 
labor market are regarded as politically, 
socially, and culturally acceptable. In 
addition, the control of labor supply 
was complemented by a wide variety of 
selective labor market policy schemes, 
such as extensive utilization of short- 
term work allowances, reforms of the 
apprenticeship system, and measures 
that were targeted to economically weak 
regions. 

Although the Swiss public authori- 
ties have restricted the applicability of 
full employment in periods of economic 
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recessions to nationals, in particular to 


‘male nationals, the policy stance that 


was adopted differs from the course of 
action that was chosen in many other 
countries. The priority that was given to 
the control of inflationary pressure 
resulted in a dramatic decrease in the 
level of total employment in the mid- 
1970s, but the conscious effort to main- 
tain low levels of unemployment in the 
domestic labor market sharply separates 
Switzerland from a large number of 
other OECD countries in which the 
economic recessions of the 1970s and 
1980s had a fairly direct and strong 
impact on the rate of unemployment. 
However, the Swiss road to full employ- 
ment also separates the Eidgenossen- 
schaft (“Swiss Confederation”) from the 
full-employment concept of Scandina- 
vian and Austrian ongin. The latter 
countries’ labor market performance - 
can be regarded as real full employment. 
In contrast to this, the Swiss case consti- 
tutes a unique pattern of selective full 
employment. 


CONCLUSION 


I have argued that there have been 
two roads to full employment or near 
full employment in the 1970s and 1980s. 
In political terms, full employment is 
first and foremost the outcome of a 
labor-dominated policy process of the 
kind found in Austria, Norway, and 
Sweden. The strong and conscious 
efforts to maintain full employment in 
these countries is largely due to the insti- 
tutionalized power of the labor move- 
ment. The power of labor and the will- 
ingness on the part of the public author- 
ities to pursue full-employment-oriented 
policies proved themselves to be suffi- 
ciently strong to Keep the rate of unem- 
ployment far below the average level of 
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unemployment in the OECD countries. 
However, full employment, in the sense 
of low rates of open unemployment, can 
also result from a policy process that is 
dominated by conservative-reformist ten- 
dencies, such as that in Switzerland and 
in Japan. Low rates of unemployment in 
the latter group of countries are largely 
attributable to a variety of strategies on 
the part of political elites that are char- 
acterized by paternalistic traditions and 
techniques of consensus building and 
preventive crisis management. 

While the outcomes, defined in terms 
of rates of registered unemployment, are 
similar, the labor-dominated road to 
full employment differs from the conser- 
vative-reformist one in a number of 
respects. The labor-dominated road 
involves a rapid expansion in the number 
of full-time and part-time jobs in the pub- 
lic sector. In contrast to this, the con- 
servative-reformist road to full employ- 
ment is based on strong growth rates in 
employment in the private market econ- 
omy, as in Japan, or on the rapid 
adjustment of labor supply to the 
decrease in the demand for labor, as in 
Switzerland, and on low growth rates in 
public sector employment. Moreover, 
the labor-dominated full-employment 
countries have been more successful 
than nations that are characterized by a 
conservative-reformist approach to full 
employment: the overall labor market 
performance, defined in terms of rates 
of unemployment, total employment 
growth, and level and change of labor 
force participation ratios, was better in 
the labor-dominated nations, in partic- 
ular in Sweden and in Norway, than in 
the conservative-reformist countries. The 
difference may partly be attributable to 
differences in the nature of structural 
problems, to which the full-employment 
countries found themselves exposed. For 
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example, the Swiss policymakers were 
in a more difficult situation vis-a-vis 
structural-economic problems than the 
governments in Japan, Austria, Nor- 
way, and Sweden (see Table 1). How- 
ever, the bulk of the difference between 
the two groups of full-employment coun- 
tries, and the bulk of the difference 
between the full-employment countries 
and nations that were plagued by mass 
unemployment,!2 can largely be ex- 
plained by differences in the distribution 
of power, differences in the interaction 
between the state and the economy, and 
differences in the willingness to pursue a 
policy of real full employment. 

One of the messages that can be 
derived from the analysis is this: in 
contrast to the 1930s, when the world- 
wide recession resulted in dramatic 
increases in the rate of unemployment in 
Western democracies, and when the 
authoritarian regimes in Japan and in 
Germany were the earliest examples of 
successful efforts to regain full employ- 
ment, the labor market performance in 
Austria, Norway, Sweden, Japan, and 
Switzerland in the 1970s and 1980s 
suggests that democratic regimes are, in 


12. Mass unemployment was only implicitly 
covered in this article, I have argued elsewhere 
that the emergence of mass unemployment in the 
OECD countries in the 1970s is associated with 
and, by inference, is attributable to a variety of 
political circumstances, such as the absence of a 
longer history of full employment, unstructured 
confrontation between labor and capital, domi- 
nance of nonsocialist and non-paternalistic-reform- 
ist parties in government, politically weak unions 
or unions that are organizationally and ideolog- 
ically incohesive, absence of cross-sectoral pat- 
terns of policy coordination, high priority of 
control of inflationary pressure, and a high degree 
of autonomy on the part of the central bank. See 
Manfred G. Schmidt, “The Politics of Labour 
Market Policy,” in Managing Mixed Economies, 
ed. Franz Lehner, Francis G. Castles, and Man- 
fred G. Schmidt (Berlin: DeGruyter, forthcoming). 
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principle, capable of maintaining full 
employment, or near-full employment, 
within the context of adverse economic 
circumstances. }3 

Another message that one can derive 
from the analysis is this: the nature and 
number of economic-structural obstacles 
to full-employment policy are impor- 
tant factors in any effort that is geared 


13. See, for example, Peter A. Gourevitch, 
“Breaking with Orthodoxy: The Politics of Eco- 
nomic Policy Responses to the Depression of the 
1930's,” International Organization, 38(1):95-130 
(Winter 1984). 
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toward explaining international differ- 
ences in unemployment rates, but the 
major part of the cross-national vari- 
ation mirrors the impact that the distri- 
bution of political power among collec- 
tive actors, political ideology, strategies, 
and institutions has on the timing and 
the content of economic and labor mar- 
ket policy. Thus the key to an under- 
standing of international differences in 
labor market imbalances is to be found 
in the political aspects of full employ- 
ment and mass unemployment. 
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Toward Global Action 
By BERTRAM GROSS 


ABSTRACT: Despite the world’s rising unemployment and underemploy- : 
ment, the United Nations has deserted its earlier commitments to full 
employment. This reflects the attitudes of most member states. In turn, 
economists have failed to measure the full labor surplus, analyze it 
globally, or update earlier full-employment concepts. Fortunately, new 
quality-of-life employment proposals in the U.S. Congress provide a 
political impetus for improved data analysis and policymaking in the 
United States. Its sponsors also urge regional and global fact-finding 
conferences under U.N. auspices. This would require new-style expert 
appraisals. Such appraisals might well indicate that joblessness, underem- 
ployment, and job insecurity (1) affect the majority of people in every 
region of the world; (2) have enormous economic and social consequences; 
(3) undermine the purchasing power and productivity needed to reverse 
economic stagnation and prevent collapse; and (4) are used to justify arms 
escalation as a way of providing jobs. 


Bertram Gross was executive secretary of President Truman’s Council of Economic 
Advisors and key draftsman of the bills leading to the Employment Act of 1946 and the Full 
Employment and Balanced Growth Act of 1978. He is now Distinguished Professor 
Emeritus, Hunter College, City University of New York; visiting professor in peace and 
conflict studies, University of California, Berkeley; and professor at large, Saint Mary's 
College, Moraga, California. Among his books are Friendly Fascism and Social Intelligence 
for America’s Future, based on issues of The Annals of the American Academy of Political 
and Social Science (May and September 1967). 
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HE full employment pledge in the 

United Nations Charter marks‘a 
historic phase in the evolution of the 
modern conception of the functions and 
responsibilities of the democratic 
state... . It reflects the fundamental 
importance of the promotion of full 
employment . . . first, as a condition of 
economic and social progress . . . and 
secondly, as a necessary prerequisite for 
the maintenance and smooth working of 
an international economic system.”! 

As World War II ended the Great 
Depression of 1929-39, many people in 
Western Europe and America feared 
that victory in war would be followed by 
another depression. To prevent such a 
calamity, President Franklin Roose- 
velt’s planning board proposed a postwar 
economic bill of rights, based on the 
right to a job at fair wages, in “a jural 
world order outlawing imperialism, old 
or new-fashioned.” In January 1944, 
Roosevelt embodied most of these ideas 
in an economic-bill-of-rights message to 
Congress.? A little later Sir William 
Beveridge proposed full employment as 
a postwar goal for Britain. Full employ- 
ment soon became “a flag around which 
every one could rally.” In the United 
States the flag was unfurled in a full- 
employment bill that tried to translate 
rhetorical pledges into statutory obliga- 
tions. This measure was strongly opposed 
by those parts of the business community 
that saw, accurately, that while full 
employment would provide larger mar- 


1. U.N. Group of Experts, National and 
International Measures for Full Employment, E 
1584 (New York: United Nations, 1949). The 
members of the group were John Maurice Clark, 
Nicholas Kaldor, Arthur Smithies, Pierre Uri, and 
E. Ronald Walker. 

2. State-of-the-union message, 20 Jan. 1944. 

3.. Herbert Stein, The Fiscal Revolution in 
America (Chicago: University of Chicago Press, 
1969), p. 171. 
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kets for their products it would also 
strengthen labor and weaken corporate 
power. The bill was finally passed as the 
Employment Act of 1946. In essence, 
this law committed the federal govern- 
ment not to full employment but to 
preventing mass depression.‘ . 

In 1945, while this debate was un- 
folding in the United States, Article 55 
of the U.N. Charter, over objections | 
from U.S. conservatives, committed its 
members to promote full employment. 
In 1948 the United Nations’ Universal 
Declaration of Human Rights strength- _ 
ened this commitment; as stated in 
Article 23: “Everyone has the right to : 
work, to free choice of employment, to 


-just and favorable conditions of work ` 


and to protection against unemploy- 
ment.” The 1949 U.N. Group of Experts 
proposed policies to make these nghts a 
reality. 

For a while the flag kept waving. But 
throughout the following decades, the 
idea of a right, or entitlement, was 
abandoned in most capitalist countries 
outside of Scandinavia. In place of a 
commitment to full employment, gov- 
ernments pacify the jobless through 
unemployment compensation, welfare 
payments, and training for jobs that do 
not exist. They tend to ignore the 
employment-expansion roles of fiscal 
and monetary policy and of specific 
programs in such vital areas as health, 
education, housing, conservation, mass 
transportation, and public works and 
services. Tiny job-creation efforts tend 
to concentrate on such small and weak 
constituencies as the youth, at the 
expense of the nonyoung; the narrowly 


4. Bertram M. Gross and Jeffrey D. Strauss- 
man, “‘Full’ Employment Growthmanship and 
the Growth of the Labor Supply,” The Annals of 
the American Academy of Political and Social 
Science (Mar. 1975). 


184 THE ANNALS OF THE AMERICAN ACADEMY 


defined poor, usually excluding the 
employed poor and the jobless nonpoor; 
or localistic action that moves employ- 
ment from one region to another. 
Meanwhile, the concept of full employ- 
ment has widely been redefined, as will 
be discussed in the next section. “Fric- 
tional unemployment” has been widely 
replaced by “natural unemployment.” 

In turn, policies to help developing 
countries often provide greater help to 

‘transnational corporations. Foreign aid 
may tax the poor in rich countries to aid 
and enrich the rich in poor countries. 
The impressive rhetoric of growth, 
development, and basic needs is often 
used in a manner that distracts from the 
healthy growth and development that 
could use un- and underemployed labor 
in meeting basic needs through useful 
employment. The reality of interdepen- 
dence among nations is ignored, as 
discussions of developing countries pro- 
ceed on the bland assumption that high 
goals can be obtained without structural 
changes within both developed and 
developing societies. 

The subject of full employment has 
not yet been fully addressed by the 
Organization for Economic Cooperation 
and Development. Under statist social- 
ism, where people are guaranteed ajob, 
unemployment takes the form of hidden 
underemployment; in bloated bureau- 
cracies people receive wages that they do 
not really earn. While market socialist 
efforts to reduce padded payrolls bring 
some of this hidden unemployment into 
the open, the Council for Mutual Eco- 
nomic Assistance follows the example 
of the Organization for Economic Co- 
operation and Development in dodging 
the subject. In the Third World, the 
Committee of 77 and the nonaligned 
movement touch on it cautiously. In his 
1983 report to the nonaligned movement, 


Fidel Castro gingerly proclaimed that 
“880 million jobs in the underdeveloped 
countries” are needed by the year 2000.5 
But he confined himself to the old-style 
Third World pattern of trade and aid. 
He studiously avoided any discussion of 
economic rights or planning for full 
employment, a subject on which Third 
World regimes are deeply divided. The 
latest nonaligned meeting concentrated 
on the debt crisis and stayed even further 
away from the other issues involved in 
creating useful employment. 

As acombined result of these national 
and transnational orientations, full- 
employment commitments have been 
ignominiously deserted by the U.N. 
Secretariat. Most U.N. agencies, even 
those originally set up to promote full 
employment, now keep secret both the 
United Nations’ full-employment com- 
mitments and the realities of unem- 
ployment and underemployment. Some 
actively support transnational corporate 
actions that sharpen the hushed-up 
crisis. Nor have many signatories to the 
United Nations’ more recent Covenant 
on Economic and Social Rights been 
very ardent in support of the full-em- 
ployment commitments formally restated 
in the covenant. 


HIDING LABOR SUPPLY AND SURPLUS 


The notion of measuring the labor supply, or 
the unused position of labor supply as a 
residual, was abandoned [in the 1940 U.S. 
Census]... . There was no demand for a 
measure of total supply as such, probably 
because labor supply seemed abundant for 
all possible demands.® 
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5, Fidei Castro, “The World Economic and 
Social Crisis” (Report to the Seventh Summit 
Conference of Non-Aligned Countries, Havana, 
1983). 
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The current definition of unemployment 
captures only the tip of the iceberg of 
potential workers; it is itself part of a grand 
cover-up of the shortage of jobs.’ 


Although statistics do not lie, liars 
can use both statistics and statisticians. 
Some of the most effective misinforma- 
tion is provided by honest statisticians 
who apply concepts that serve the 
interests of the dominant forces in society. 
Indeed, the propensity of many social 
scientists—not only statisticians—is to 
prefer, as Kurt Rothschild once pointed 
out, being precisely wrong rather than 
vaguely right. 

During the Great Depression battles 
raged around the world on how to 
measure the unemployment “iceberg.” 
In Europe and England, unions reported 
on their unemployed members and 
unemployment insurance offices re- 
ported on the people receiving benefits. 
In the United States, with few unions 
and no social insurance, the field was 
wide open. One highly respected econ- 
omist from the Brookings Institution 
estimated unemployment in a historic 
analysis of America’s productive capac- 
ity. For 1929, the peak year of pre- 
depression prosperity, he estimated 
unemployment at 19 percent. Percent of 
what? Of the “gainfully occupied”—a 
concept very close to the total supply of 
available labor. In 1937, the federal 
government’s National Resources Com- 


mittee estimated that, on the basis of- 


“full time equivalents,” unemployment 


Force (New York: John Wiley, 1958), pp. 185-88. 

7. Frank F. Furstenberg, Jr., and Charles A. 
Thrall, “Counting the Jobless: The Impact of Job 
Rationing on the Measure of Unemployment,” 
The Annals of the American Academy of Political 
and Social Science (Mar. 1975). 

8. Edwin G. Nourse, America’s Capacity to 
Produce (Washington, DC: Brookings Institution, 
1942). 
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during the years 1932-34 averaged 45 
percent of the total available labor 
supply. 

But the political demand during the 
depression, a period of extreme job 
shortage, was not for a measure based 
on the total available labor supply. As 
Gertrude Bancroft later pointed out, 
“There was no demand for a measure of 
total supply as such”—or even for a 
measure of the total labor surplus. 
Rather, the demand was for data that 
“would understate the degree of unem- 
ployment and thereby vindicate the 
effectiveness of government programs 
of job creation.”9 A group of brilliant 
technicians, including Gertrude Ban- 
croft, met this demand by inventing the 
“labor force.” This artifact included as 
unemployed only the jobless of 16 years 
of age and over who were reported as 
actively seeking paid employment. This 
excluded millions of jobless who were 
not in the labor force—people who, 
although able and willing to work for 
pay, were not reported as actively seeking 
it. If a similar method were used to esti- 
mate the number of unmarried people, no 
singles—not even Catholic priests— 
would be unmarried unless reported as 
actively seeking a spouse. The “labor 
force” also excluded many other groups: 
people working only an hour or two, 
who were classified as employed; those 
receiving public assistance or special job 
training; those in institutions, which 
were often a haven for the jobless; those 
under 16; and, until recently, those 
working in the armed services. 

Ironically, the labor force concept 
was first used in the 1940 census, just as 
World War II was unfolding and the 


9. Stanley Moses, “Labor Supply Concepts: 
The Political Economy of Conceptual Change,” 
The Annals of the American Academy of Political 
and Social Science (Mar. 1975). 
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United States would soon have to 
mobilize its unmeasured labor reserves. 
Eight million people not in the labor 
force were quickly drewn into it. But 
with victory, the specter of massive 
joblessness returned. Postwar policies 
sent women back into zhe home, older 
people into retirement, young people to 
tertiary education, ani many ethnic 
minorities into ghettos. The labor force 
concept came into its cwn, with many 
commissions and agencies involved in 
technical improvements. The U.N. sta- 
tistical offices labored mightily to apply 
the concept in as mary countries as 
possible. They succeeded beyond all 
expectation—except in socialist coun- 
tries, where there was ao demand for 
any measure of labor wasted through 
the underemployment of paid labor. 
Their greatest success was in developing 
countries, where the best economists 
knew it was nonsense—since it could 
not cope with massive underemploy- 
ment—-but where the leaders relished 
Statistics that would understate the 
horror of their vast popudations: 

In earlier years, full employment was 
often defined as a situation in which 
there are job opportunities for everyone 
able and willing to work for pay. This 
was close to Sir William Beveridge’s 
original definition: a situation in which 
more employers seek workers than 
people seek employment. Sp for a while, 
the essence of full-employment planning 
was to set goals for the number of people 
to be employed—as, for example, in 
President Roosevelt’s fam aus goal of 60 
million postwar civilian jobs. Later, as 
more conventional minds Drevailed, the 
idea of employment goals was buried. A 
new approach became dominant: mea- 
suring full employment by the amount 
of frictional—and then natcral—unem- 
ployment. In the United States this 
measure tended to rise over the decades. 
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In the 1940s, tolerable full employment 
was 2-3 percent unemployment; in the 
1950s, 3-4 percent; in the 1960s, 3-5 
percent; in the 1970s, 4-6 percent; in the 
1980s, 6-8 percent. In the 1990s it could 
be 9-10 percent, and the figure for the 
year 2000 could rise to 10-12 percent. 

Generally, rising rates of unemploy- 
ment were publicly justified by the entry 
of more women, younger people, and 
ethnic minorities into the labor force 
and by the presumed need for more 
unemployment and recessions to control 
inflation by preventing wage increases 
or, when inflation had already been 
reduced, to raise profit rates by repress- 
ing wage rates and fringe benefits. Behind 
all these justifications, however, lay a 
more sober definition of full employ- 
ment, as often lamented by Representa- 
tive Augustus Hawkins, chair of the 
House Labor and Education Committee: 
the highest level of unemployment that 
is politically tolerable. 

To some degree, larger or smaller, all 
of the previous observations apply to 
First World countries, particularly En- 
gland and nations in Western Europe. In 
most of these countries, the U.S. statis- 
tical method of underestimating the 
number of jobless has long been followed, 
although a few have used their own 
devices in hushing the subject. But the 
biggest cover-up—partly based on os- 
trich-style statistics—is found in Third 
World countries. Anyone slightly famil- 
iar with Asia, West Asia—anachronistic- 
ally called the Middle East—Africa, 
Latin America, and the Caribbean 
knows that each of these areas is plagued 
by staggering job shortages. Moreover, 
each suffers from all the many forms of 
underemployment—farmers and farm 
workers who are jobless nine months of 
the year, urban peddlers thronging the 
streets all day long and making but an 
occasional sale, college graduates work- 
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ing at poverty wages in jobs far below 
their skill level, office and factory work- 
ers who stretch out two hours of work to 
fill an entire day so that they will not 
work themselves out of a job. 

Back in the 1950s the U.S. labor force 
concept—never intended for application 
to Third World countries—was imposed 
on them by U.N. experts seeking world- 
wide uniformity in statistical concepts. 
This laudable goal might have been 
achieved if they had tried to develop 
generally applicable concepts of labor 
supply and labor surplus. Yet labor 
experts around the world tended to 
accept unemployment reports based on 
the labor force concept. Thus the 1985 
Report on the World Social Situation 
reports that “the numbers openly un- 
employed have swelled.” !® From 1973 to 
1980, “open unemployment” rose 175 
percent in Egypt, 180 percent in Indo- 
nesia and Thailand, 140 percent in India, 
and 100 percent in Brazil. The report 
also states that such figures “convey 
little of the immediate crisis or of the 
longer term prospects.” One justification 
is the lack of reliable estimates on under- 
employment and the informal, or under- 
ground, sectors. Another—often stated 
privately but not publicly—is that seri- 
ous work to develop estimates of the full 
labor surplus might suggest the need for 
fundamental restructuring of develop- 
ment policies. 


QUALITY-OF-LIFE EMPLOYMENT: 
A NEW APPROACH 


Employment is a basic right, a right which 
protects the freedom of all to participate in 
the economic life of society.!! 


10. United Nations, Secretariat, Department 
of International and Social Affairs, 1985 Report 
on the World Social Situation, E/CN.51985/2 
(New York: United Nations, 1985). 
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In the United States, 67 members of 
the Congress have taken an important 
step toward updating earlier full-employ- 
ment goals. Their proposed quality-of- 
life action act would require the presi- 
dent to submit to Congress every year a 
short- and long-term program for quality- 
of-life employment. It also mandatés 
certain principles that might be used in 
coping with—and measuring—the labor 
surplus in other countries as well as the 
United States. 

The first principles transcend neces- 
sary technicalities and rise to the level of 
economic rights. The old “right to ajob” 
is replaced by the “right to earn a living,” 
a formulation that suggests much more 
than merely being on a payroll. Also, the 
measure recognizes the right of those 
unable to work for pay or find a suitable 
job to “an adequate standard of living 
that rises with the wealth and productiv- 
ity of the society.” 

Second, the quality-of-life action act 
puts job and income rights in the context 
of comprehensive quality-of-life action. 
It links such action with “environmental 
protection, better opportunities for 
small business and family farmers, civil 
rights and liberties, and personal and 
national security.” 

Third, it mandates the creation of 
millions of more jobs by lowering the 
hours of paid work without lowering 
take-home income. This would help 
compensate for the labor-displacing 
impact of increased labor productivity, 
while also increasing opportunities for 
the voluntary leisure needed for fuller 
participation in decision making in the 
household, workplace, neighborhood, 
and nation. . 

Fourth, in place of the old Keynesian 
idea that any growth is O.K., it calls for 
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a focused “industrial policy” in tune 
with the new service soc ety. Industry is 
to be revived through plenning for more 
and better goods in transport, public 
works, housing, and materials recycling. 
More and better services are to be 
encouraged in child cere, education, 
training, health, basic science, and repair 
facilities. This policy puts real teeth into 


recent neoliberal proposals. It aims at — 


the more meaningful work that yields 
needed goods and services and challenges 
the creativity of both employees and 
employers. 

Fifth, the act mandates large-scale 
federal aid for local pubLc works, com- 
munity renewal, economic development, 
and environmental proteccion. Localities 
would develop high-prionity, short-term 
projects with the perspec-ive of quality- 
of-life goals through the year 2000. 
These would be backed up by openly 
debated assessments of unmet needs, 
labor-availability surveys, and the mo- 
bilization of funds from both private 
and public sources, The emphasis on 
vigorous participation by all private 
sectors—unions, the unemployed, neigh- 
borhood groups, religious >rganizations, 
and smaller as well as larger businesses— 
could go a long way toward eliminating 
what Samuel Bowles and Herbert Gintis 
call “the political wasteland between the 
individual and the state.”= 

Sixth, without authorizing a single 
new dollar in appropriations, the act 
requires a total reconstruction of the 
U.S. budget’s present expenditures of 
over $1 trillion. Money is tc be mobilized 
not only by reducing wasteful or unnec- 
essary military spending ard eliminating 
the many tax loopholes untouched by 
the 1986 tax law, but aso by using 
pension funds to initiate development 
bank investment in urban and rural 


12. Democracy and Capitaliim (New York: 
Basic Books, 1986). 


areas. Federal budget processes are to 
be modernized by subordinating them 
to full-employment goals. Provision is 
also made for long-overdue reforms to 
squeeze some of the mystery and non- 
sense out of federal budgeting: a federal 
capital budget, a national wealth inven- 
tory, net outlay budgeting, total impact 
studies, and use of both constant and 
current dollars in debt and deficit 
estimates. 

Seventh, the act mandates a Conver- 
sion Planning Fund to be financed by | 
percent of all military spending. Unlike 
other conversion proposals, it is not 
limited to conversion from military 
employment, which has been expanding. 
Dealing also with conversion from steel, 
auto, and other civilian industries that 
have been declining, it focuses on proj- 
ects for expanded economic activity 
wherever more or better goods and 
services are needed. 

Eighth, the act mandates policies to 
stem the flight of capital and jobs to 
other countries. Aid to the International 
Monetary Fund or World Bank is to be 
contingent on their reversing present 
austerity policies and working to raise 
the wages and incomes of the poor in 
Third World countries. Also under the 
act, any direct or indirect assistance 
would be withdrawn from American 
companies or foreign countries that keep 
foreign wages down by denying collective 
bargaining rights or persecuting labor 
unions. This adds a new dimension to 
present debates on free versus fair trade. 

Finally, the act calls for fact-finding 
conferences—both global and regional— 
on uncovering the magnitudes of the 
immediate crisis and the longer-term 
prospects with respect to the world’s 
waste of labor resources. Continued 
improvements in the United Nations’ 
world social-situation reports could help 
in this effort. 
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THE JOBLESS: A MAJORITY ISSUE 


Franklin Roosevelt once said, “We 
have learned that we must live as men, 
and not as ostriches.”!3 

Before the introduction of the quality- 
of-life action act, many labor, minority, 
and research organizations in the United 
States used official unemployment esti- 
mates to prove that official unemploy- 
ment was a serious minority problem. 
They showed that unemployment has 
generally been higher than the average 
for women maintaining families; for 
black, Hispanic, and Native American 
men; for all teenagers; and particularly 
for minority teenagers. They pointed 
out that all the average figures are 
higher in urban ghettos and in those 
depression regions hit by plant closings, 
declining industries, agricultural fore- 
closures, or rural stagnation. Occasion- 
ally, they supported local studies that 
used the official definitions more care- 


fully than the federal data collectors did.. 


Thus a door-to-door survey in Youngs- 
town, Ohio, by a university center for 
urban studies revealed 29.3 percent 
unemployment in this depressed area as 
‘ against the federal report of only 15.2 
percent.!4 They also used some of the 
data collected by the government but 
never included in the government’s 
reports on total unemployment. Thus 
the American Federation of Labor and 
Congress of Industrial Organizations 
has regularly added two categories to 
the category of officially unemployed: 
part-timers seeking full-time work, and 
the discouraged outside the labor force. 
The Council on International and Public 
Affairs has regularly left out the first of 
these two categories but has included 
the discouraged and also added job 


13, State-of-the-union message, 20 Jan. 1944. 
14. Daily Labor Report (Bureau of National 
Affairs), 5 Nov. 1984. 
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wanters not in the labor force. It has also 
demonstrated that the large increase in 
service employment—often’ hailed by 
Europeans as the American miracle— 
has been mainly in the lowest-paying 
sectors and often at wages below the 
poverty level.!5 Such facts help explain 
why, despite the enormous wealth of the 


. United States, an estimated 35 to 40 


million people live in poverty. 

More recently, however, the sponsors 
of the quality-of-life action act have 
gone much further. Pulling their heads 
out of the sand completely, they have 
started to deal with the full labor supply 
and the full labor surplus. In doing this, 
they demonstrate that joblessness is a 
majority issue. They now 


—use all three sets of government 
unemployment data not included 
in the official unemployment sta- 
tistics, namely, part-time employees 
seeking full-time work, the discour- 
aged jobless, and job wanters out- 
side the labor force; 

—estimate as probably twice the 
number of jobless those employees 
whose wages, working conditions, 
and job security are undermined 

by the many jobless people willing 
to replace them; and 

—estimate an average of at least one 
full or partial dependent for each 
of the total jobless and those suf- 
fering from bad jobs and job 
insecurity. | 

This approach is also applicable to 

the many other countries in which offi- 
cial data underestimate the total number 
of jobless, ignore the impact of jobless- 
ness on wages and job security, and 
rather blindly take no account whatever 


15. The Underbelly of the U.S. Economy: 
Joblessness and Pauperization of Work in America 
(New York: Council on International and Public 
Affairs, 1986). 
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of dependents. It has thus far yielded the 
estimates shown in Table 1 for the 
United States for 1986. 

In urban ghettos and depressed local- 
ities, the total proportion of direct 
victims of joblessness, as defined in 
Table 1, surely exceeds 71 percent of the 
population. Throughout the country, 
moreover, a few million businesspeople 
-= suffer from the fact that the jobless and 
the working poor are bad customers, 
tenants, and creditors. This is partly 
measured by the rising rates—partic- 
ularly among small businesses—of bank- 
ruptcy and failure. 

There have been no attempts yet, 
however, to calculate statistical estimates 
of the full social cost of joblessness, bad 
jobs, job insecurity, and the various 
forms of underemployment. The most 
obvious impacts are reductions in self- 
respect, skills, and physical and mental 
health. The consequences include more 
alcoholism, drug abuse, family break- 
down, violence in the home and the 
school, lower-income crime, and suicide. 
Less obvious is that joblessness and bad 
jobs are the deepest roots of the poverty 
and hopelessness that produce high drop- 
out rates in ghetto schools and under- 
mine efforts to cope with the so-called 
culture of poverty through education 
and training alone. All this has meant 
massive anxieties that can be quickly 
exploited by demagogues. This is one of 
the reasons that Franklin Roosevelt 
warned that failure to enact an economic 
bill of rights could nurture “rightist 
reaction” and “the spirit of fascism here 
at home.”!6 


GROWTH, PURCHASING POWER, 
AND DEPRESSION 


Some other statistics are z little easier 
to develop. Thus the Congressional 


16. State-of-the-union message, 20 Jan. 1944. 


Budget Office has estimated that for 
fiscal year 1987 a 1 percent reduction in 
the number of the officially unemployed 
would reduce federal outlays for unem- 
ployment insurance, other entitlements, 
and net interest by $7.0 billion. It would 
also increase federal tax revenues by 
$37.3 billion.!?7 Conversely, every 1 per- 
cent beyond some tolerable minimum 
means an additional $44.3 billion in the 
federal deficit. If account were taken of 
the increased outlays and reduced reve- 
nues resulting from total joblessness, 
underemployment, and job insecurity, 
this figure of $44.3 billion would cer- 
tainly be higher. . 
Wasted labor also reduces economic 
growth. For over 30 years Leon Keyser- 
ling, chair of President Truman’s Coun- 
cil of Economic Advisors, has been 
calculating the annual loss of gross 
national product resulting from official 
unemployment. Multiplying the millions 
of unemployed beyond 4 percent of the 
labor force by the estimated gross 
national product per employed worker, 
he calculates the lost gross national 
product in any one year. Over the long 
1953-84 period he estimated a loss of 
many trillions of dollars worth of output 
that could have been used to provide for 
better health, education, housing, con- 
servation, improved human services, and 
productive investment in industry.!8 
This approach also has implications 
for purchasing power. Fuller use of 
surplus labor through paid employment 
automatically raises the level of wage 
income and thus of effective demand. In 
Asia, West Asia, Africa, and Latin 
17, Letter to Representative Charles Hayes 
from Rudolph G. Penner, director, Congressional 
Budget Office, U.S. Congress, 27 Mar. 1986. 


18, U.S. Congress, House Committee on Edu- 
cation and Labor, Oversight Hearing on the Full 


Employment and Balanced Growth Act of 1978, `~ 


Testimony of Leon H. Keyserling, 99th Cong., 2d 
sess., 18 Mar. 1986. 
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TABLE 1 
JOBLESSNESS IN THE UNITED STATES, 1986: 
A MAJORITY ISSUE (Millions) 


1. The jobless 
Job seekers (the official unemployed) 


Part-time employees seeking full-time work 
Discouraged jobless {outside the labor force) 
Jobless job wanters (outside the labor force) 


Approximate total jobless 


2. The underpaid and Insecure (about two or three times the 


total jobless; rough estimate) 


3. Full or partial dapendents of the jobless, underpaid, and insecure 


(average of one dependent per person) 


Total direct victims 


Percentage of U.S. population of 242 million 
“"Quality-of-Life Jobs—I: 


SOURCE: Bertram Gross, 
17 Jan. 1987, p. 46. 


S+* 
5+ 
1+ 
5+ 
20 


40 to 60 


60 to 80 


120 to 160 
50% to 66% 


Rethinking Full Employment,” Nation 


+ 


*Of these, 5 million receive no unemployment compensation. 


America, higher levels of domestic 
demand would go a long way toward 
facilitating higher levels of domestic 
output and investment. Yet more employ- 
ment, it is widely argued, could be 
inflationary by pushing up wages and 
labor costs—cost push—or by creating 
excessive demand—demand pull—or 
both. Unfortunately, debates on this 
subject have tended to ignore the com- 
plexities of labor costs, productivity, 
and profitability. It is to be hoped that 
future fact-finding on the economic con- 
sequences of the world’s growing labor 
surplus will recognize that (1) higher 
wages do not mean higher labor costs if 
compensated for by increased produc- 
tivity or absorbed through lower profit 
rates; (2) higher levels of output—as 
illustrated by the entire history of mass 
production—can reduce total costs per 
unit of output and raise total profits 
even if profit rates are lower; and (3) 
reductions in job insecurity can help 
eliminate work slowdowns motivated 
by the fear that greater productivity will 
mean that workers are working them- 
selves out of ajob. With such possibilities 
in mind, Samuel Bowles, David Gordon, 


and Thomas Weisskopf have recently 
advocated “wage-led growth” for the 
United States.!9 Attention needs to be 
given to the possible applicability of this 
concept to Third World countries. 

It is also desirable to recognize the 
risk of inflationary pressures resulting 
from efforts to expand employment. 
The response to this risk, state the U.S. 
Catholic bishops, “must not be to aban- 
don the goal of full employment, but to 
develop effective policies that keep 
inflation under control.”2° This could 
mean coping with inflationary dangers 
not from excessive wage increases but 
also from excesses in public or private 
debt, speculation, hoarding, cartel activ- 
ity, or monopolistic price fixing. 

The waste of labor power and the 
resulting deficiencies in demand also 
have implications for the possibility of 
future economic collapse. This possibility 


‘has been widely seen as the outcome of a 


shaky banking system in which potential 
default by Third and Second World 


19. Beyond the Wasteland (Garden City, NJ: 
Anchor, 1983). 

20. U.S. Catholic Bishops, Economic Justice 
for All. 
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borrowers could exceed the entire capital 
and assets of the world’s largest banks. 
But this view ignores possible links 
between the sickness of banking systems 
and the deeper diseases—often spread 
by bankers—of economizs and societies, 
namely, untamed business cycles, long- 
term tendencies toward stagnation, 
poverty-stricken markets, high interest 
rates that make default more probable, 
and austerity policies that may help 
convert potentially good loans into bad 
ones by increasing unemployment and 
underemployment. 


EMPLOYMENT THROUGH 
ARMAMENTS 


[Since World War II] about 150 armed 
conflicts, big and small, havz killed about 16 
million people, perhaps zs many as 20 
million. 

The total number of men and women cur- 
rently serving in the regular armed service is 
estimated at about 29 million in 1983... 
[excluding] reservists and paramilitary per- 
sonnel estimated to exceed the regular armed 
forces. 


In the early 1980s . . . roughly 50 million 
people were employed in meeting the demand 
for military goods and services.?! 


Toward the end of the eighteenth 
century Robert Malthus argued that 
war—along with famine and disease— 
was one of the best ways to reduce 
surplus population. As thz first econo- 
mist to introduce the idea of effective 
demand, he also foreshadowed Keyne- 
sian views on government deficits as a 
way to employ surplus labor. One won- 
ders whether, if he were alive today, he 
would support the military Keynesianism 
that has served to reduce both the labor 
surplus and the population. 


21. United Nations, Department of Interna- 
tional and Social Affairs, 1985 Report on the 
World Social Situation. 


The United Nations’ 1985 Report on 
the World Social Situation presents an 
impressive array of facts on these 
matters. After reviewing data on military 
conflicts, deaths, forces, and spending in 
different parts of the world, the report 
also touches on how some countries 
have become overly dependent on the 
economic stimulus of armaments. “The 
effect on individual communities of a 
drop in military orders can be severe,” 
states the report, “and has indeed pro- 
voked strong local opposition and lob- 
bying in the past. In the United States, 
one might add, the military budget is 
sold in every state and congressional 
district as a job-creation program. 
“We're about to hit another jackpot,” 
President Ronald Reagan boasted re- 
cently in Reno, Nevada, in defense of his 
new Star Wars budget, using a metaphor 
attuned to the world’s slot machine 
capital. “We pulled the handle and it 
came up jobs, jobs, jobs.” Star Wars, he 
argued, will open up “whole new fields 
of technology and industry” that would 
improve “the quality of life [sic in 
America and around the world.” 

After identifying many effects of mili- 
tary spending, both positive and negative, 
the U.N. report provides a quick survey 
of “proposals for reallocating resources 
to civilian and development use.” Most 
of these proposals, however, relate only 
to “the relationship between disarma- 
ment and development.” This orientation 
tilts too much away from unemployment 
and underemployment, which often 
become worse with development, and 
from the problems of the industrially 
developed countries. It therefore lacks a 
global perspective on the challenge of 
joblessness and job insecurity. Also, 


22. “Reagan Asserts ‘Star Wars’ Will Create 
Jobs and Better Life,” New York Times, 31 Oct. 
1986. 
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most of the proposals reported on relate 
to action after reductions in military 
spending rather than action to make 
such reductions feasible. Future U.N. 
work in this area should focus more 
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broadly on arms control, development, 
and unemployment, with special atten- 
tion to planning for healthy civilian 
alternatives to unnecessary or wasteful 
military spending. 


Book Department 


INTERNATIONAL RELATIONS AND POLITICS 
AFRICA, ASIA, AND LATIN AMERICA...... 
EUROPE visoredcscasicrssoadereeersenee ess 
UNITED SUATES crserperioite peere roinaa 
SOCIOLOGY ro rorr ekitte T AIEE IPEN EEE 
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INTERNATIONAL RELATIONS 
AND POLITICS 


BLAIR, BRUCE G. Strategic Command and 
Control: Redefining the Nuclear Threat. 
Pp. xiv, 341. Washington, DC: Brookings 
Institution, 1985. $32.95. Paperbound, 
$12.95. 


LEDEEN, MICHAEL. Grave New World: 
The Superpower Crisis of the 1980s. Pp. 
xii, 244. New York: Oxford University 
Press, 1985. $17.95. 


Although these two policy-sriented books 
are quite different in many respects, they also 
have several aspects in common. Most impor- 
tant, both argue that there are serious dangers 
in the present and foreseeab.e relationship 
between the United States and the Soviet 
Union. 

The basic thesis of Blair’s book is that 
because traditional assessments of U.S. and 
Soviet strategic capabilities have tended to 
exclude evaluations of command, control, 
communications, and early warning net- 
works (CI), they have understated U.S. 
vulnerabilities. On the basis of a masterfully 
detailed technical analysis, Blair convincingly 
demonstrates that U.S. ŒI are extremely 
vulnerable. He then argues that because U.S. 
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C3I are so vulnerabk, there is a significant 
risk of inadvertent war. Since a Soviet attack 
on U.S. CI might cr-pple the U.S. ability to 
retaliate, there is a strong incentive for the 
United States to laurch a large-scale retalia- 
tory attack before the character of a Soviet 
nuclear attack could accurately be assessed, 
thus foreclosing the 3ossibility of a limited 
nuclear exchange. 

The argument of Ledeen’s book is that 
U.S. and Soviet leadership, albeit for differ- 
ent reasons, have been indecisive and have 
pursued incoherent pclicies. This has encour- 
aged smaller states, scch as Cuba and Israel, 
to take the initiative, creating a more com- 
plicated, less manageeble, and more danger- 
ous world situation. According to Ledeen, 
the U.S. elite is not prepared to formulate a 
long-term strategic plan for U.S. foreign 
policy, and the unbridled, adversarial, and 
unaccountable mass media seriously interfere 
with the elite’s ability to implement any 
policy. Soviet incoherence stems from struc- 
tural crises in the Soviet domestic and alliance 
systems. 

Both Blair and Ledeen reject the rational, 
unified-state actor premise that so often 
guides analyses of international relations. 
Instead, they see fallible human beings and 
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bureaucratic organizations determining state 
policies and actions. Both books strongly 
criticize past U.S. policies. Both suggest new 
courses of action. Blair recommends that 
more resources should be devoted to im- 
proving CI and that the United States 
should adopt a “no immediate second use” 
doctrine. Ledeen hopes for a more enlight- 
ened, far-sighted, and steadfast elite and, in 
his terms, a more responsible mass media. 

Each book is flawed. Blair’s book contains 
no mention of the Strategic Defense Initia- 
tive, despite its seeming relevance to his 
topic. The assumption in many of his analyses 
that even in a limited attack the USSR would 
target the U.S. CI is somewhat implausible. 
Although Blair recognizes the possibility of 
limited nuclear exchanges, his assessments 
of damages to the U.S. CI tend to assume 
large-scale Soviet attacks. Ledeen’s book is 
poorly organized. The analysis is often based 
on hearsay evidence, and it contains many 
controversial judgments. 

These flaws notwithstanding, both books 
merit reading. If their diagnoses are even 
partially correct, they point to serious situa- 
tions. If both are right, if strategic weapons 
are on a hair trigger and international rela- 
tions have become increasingly unmanage- 
able and unstable, the world is indeed ex- 
tremely dangerous, much more dangerous 
than many of us may think. 

HAROLD K. JACOBSON 

University of Michigan 

Ann Arbor 


BORNSTEIN, MORRIS. East-West Technol- 
ogy Transfer: The Transfer of Western 
Technology to the USSR. Pp. 190. Paris: 
Organization for Economic Cooperation 
and Development, 1985. Paperbound, 
$9.00. 


MONKIEWICZ, JAN and JAN MACIEJEWICZ. 
Technology Export from the Socialist 
Countries. Pp. x, 170. Boulder, CO: West- 
view Press, 1986. Paperbound, $19.50. 
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Recent years have witnessed the appear- 
ance of numerous volumes on East-West 
technology transfer. One might well question 
what the two slim volumes under review can 
contribute to the rapidly expanding literature 
on East-West trade and technology transfer. 
Yet each book makes a valuable addition to 
our understanding of this complex subject. 

Morris Bornstein’s volume, produced 
under the auspices of the Organization for 
Economic Cooperation and Development, is 
a remarkably comprehensive and concise 
examination of the major issues related to 
East-West technology transfer. In just 140 
pages of text Bornstein analyzes the tech- 
nological level of the Soviet economy, the 
organizations involved in making Soviet 
technology policy, problems of assimilation 
of Western technology, financing arrange- 
ments, credits, countertrade, as well as the 
various modes of technology transfer. Per- 
haps the most detailed and thoroughly docu- 
mented chapters assess the impact of Western 
technology on the Soviet economy. Bornstein 
summarizes the findings of numerous case 
studies of the chemical, motor vehicle, ma- 
chine tool, energy, and forest products indus- 
tries and concludes that although the total 
impact of Western technology on the Soviet 
economy is relatively small, in some sectors 
imported turnkey plants produce sizable 
shares of particular products, such as polyes- 
ter fiber, passenger cars and trucks, numeric- 
ally controlled machine tools, large-diameter 


‘pipe for gas pipelines, and drill bits. 


Although Bornstein covers a vast and 
complex array of issues in a minimum of 
space, his analysis is sophisticated, thoroughly 
documented, and supported by the latest 
trade statistics of the Organization for Eco- 
nomic Cooperation and Development. The 
work provides the most up-to-date, com- 
plete, and comprehensive survey of East- 
West trade and technology transfer available. 

The vast majority of the literature on 
East-West technology transfer neglects trans- 
fers from the East and transfers within the 
Council on Mutual Economic Assistance 
(CMEA). The contribution by Monkiewicz, 
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of Warsaw Technical University, and Macie- 
jewicz, of the Institute of Planning and 
Statistics in Warsaw, seeks to fill that void; 
however, it is only partially successful. 
Monkiewicz and Maciejewicz note that the 
extent of technology exports from CMEA 
member states is relatively small and that 
such exports primarily involve sales to other 
CMEA members and Third World countries. 
Their attempts to assess tae comparative 
technological level of East European industry 
by examining the percentage of gross national 
product devoted to research and develop- 
ment, patents registered, and export equip- 
ment prices, however, seriously overstate the 
performance of CMEA members. Apart 
from problems in their analysis of macrolevel 
phenomena, their microlevel case studies of 
Polish and Czech technology exports provide 
useful substance for the spec-alist. 
GORDON B. SMITH 
University of South Carolina 
Columbia 


COX, ANDREW, PAUL FURLONG, and 
EDWARD PAGE. Power in Capitalist 
Society: Theory, Explanations and Cases. 
Pp. viii, 235. New York: St. Martin’s 
Press, 1985. $27.50. 


MUNKIRS, JOHN R. The Trar-sformation of 
American Capitalism: From Competitive 
Market Structures to Centralized Private 
Sector Planning. Pp. x, 235. Armonk, 
NY: M.E. Sharpe, 1985. 


Insightful and wide-ranging, Power in 
Capitalist Society juxtaposes the major- 
power theories in an effort to assess their 
heuristic value and practical relevance. 

Cox, Furlong, and Page’s substantive 
contribution begins with a lucid consideration 
of Marxism, both in its original and revision- 
ist versions. Their thematic focus is on 
voluntarism, that is, the extent to which 
economic structure dictates political out- 
comes. Although not explicitly subscribing 
to any Marxist paradigm, their analysis is 
weighted heavily against the orthodox instru- 


mental Marxism propounded by Soviet and 
some European analysts and toward the 
neorevisionist position that “it is the balance 
of political forces which shapes state inter- 
vention in any society.” Relying primarily on 
the writings of fellow Briton Bob Jessop, 
Cox and his coauthors regard the state as a 
bellwether responsive to those movements 
most capable of exerting pressure at decisive 
points in the political process. Consequently, 
they also reject the interim position advocated 
by Ralph Miliband, who contends that while 
the complex social structure of advanced 
capitalism affords the state relative autonomy, 
the continuation of private ownership “in the 
last analysis” constrains any transformative 
tendencies within the system. 

The chapter on elite theory is somewhat 
less provocative, in large part reflecting the 
relative incoherence of elitism itself. Begin- 
ning with Pareto and culminating in the 
studies of certain recent American sociolo- 
gists, elite writings have often been marked 
by conceptual flaccidity and methodological 
ineptitude. Positioned on a middle ground 
between a more analytically rigorous Marxism 
and a more normatively congenial pluralism, 
elite theorists have generally focused on the 
personal characteristics of power holders or, 
alternatively, on what Cox, Furlong, and 
Page rather vaguely term “socio-political 
determination.” At the same time, elitism 
has also been internally divided between its 
European proponents, with their emphasis 
on the amorality and inevitability of rule by a 
few, and the school’s more recent American 
branch, which has sought to reconcile demo- 
cratic values with the existence of a plurality 
of elites. Cox and his coauthors do a com- 
petent job in delineating these distinctions, 
but somehow their discussion as a whole 
lacks a certain clarity and vitality. 

In contrast, the chapter on pluralism 
constitutes the book’s high point, not least 
because it correctly targets pluralism’s essen- 
tial feature. Contrary to popular misconcep- 
tion, this is not the contention that the 
American political system is equally acces- 
sible to all, but rather that democratic politics 
incorporates a much wider range of actors 


BOOK DEPARTMENT 


than is allowed by either Marxist or elitist 
theorists. 

Cox, Furlong, and Page follow up their 
abstract analysis by a set of case studies in 
which the various power theories are applied 
to specific public policy questions. Their 
treatment of the military-industrial complex 
is particularly stimulating. While each theory 
is shown to have some relevance to this all- 
important issue, the degree of insight they 
provide varies considerably. Thus while plu- 
ralism is given high marks for its descriptive 
specificity, it is rated relatively low in analyt- 
ical sophistication or prescriptive credibility. 
In particular, the pluralist contention that 
significant reform can be achieved through 
the ballot box is viewed as simplistic given 
the structural roots of military-industrial 
influence. 

In conclusion, Power in Capitalist Society 
can serve as a valuable summary reference in 
upper-level political science or political 
sociology courses. Although sometimes tur- 
gid, it is based on extensive secondary 
research and benefits greatly from a com- 
mitment to pluralism of the intellectual 
variety. As Cox and his coauthors note in 
their brief concluding chapter, “Each theory, 
while providing useful insights into the way 
capitalist societies are structured and changed, 
is not on its own capable of fully explaining 
the complex reality of power.” 

The Transformation of American Capi- 
talism ig an ambitious study detailing the 
U.S. economy’s monopolistic structure, but 
largely lacking the type of insight into power 
relations provided by the first book reviewed 
here. Writing in the populist tradition pio- 
neered by J. R. Commons, Munkirs attempts 
to show how major financial institutions— 
termed the “Central Planning Core”—have 
gained ever greater control over individual 
corporations and, indeed, over entire indus- 
trial sectors. The importance of interlocking 
boards of directors, on which the Central 
Planning Core is prominently represented, is 
emphasized as a key factor in ensuring that 
major firms are bound together and inte- 
grated into a single system of production and 
distribution. 
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Although Munkirs provides valuable 
evidence on how the monopoly issue has 
either been ignored or “ritualized” by polit- 
ical leaders, he does not appear to understand 
why those leaders have been so obdurately 
unresponsive to the dangers posed by central- 
ization of economic power. In particular, he 
neglects to consider that the state itself may 
be an integrated component of the very 
monopolistic structure he himself so rightly 
deplores. 

DAVID H. KATZ 

Michigan State University 

East Lansing 


DANIEL, DONALD C. Anti-Submarine War- 
fare and Superpower Strategic Stability. 
Pp. xii, 222. Champaign: University of 
Illinois Press, 1986. $32.50. 


Arms controls, parity or superiority in 
weaponry, of course, are a vital aspect of the 
relationship between the Soviet Union and 
the United States. The current debate in the 
United States concerning the Strategic De- 
fense Initiative, or Star Wars, various other 
weapons systems, the military budget gen- 
erally, and the unthinkable catastrophe over- 
shadowing the possibility of employing such 
instruments of destruction reflect apprehen- 
sions ranging from the most technical and 
specific to the apocalyptic. 

Anti-Submarine Warfare and Super- 
power Strategic Stability contributes to our 
knowledge and understanding in a specific 
area while also addressing the broader issues 
of deterrence and stability. 

Donald C. Daniel’s book is a detailed, 
technical description, explanation, and dis- 
cussion of detection devices—acoustic, non- 
acoustic indicators, and so forth—their 
deployment as well as other aspects of anti- 
submarine warfare. Included is a precise 
assessment of U.S. and Soviet research and 
deployment of such sensors. Strategic think- 
ing relative to submarine and antisubmarine 
warfare is also carefully addressed. This is an 
important strength of the work. Submarine 
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developments—in the numbers, types, age, 
vulnerability to various detection modes, 
and the like—are included in Daniel’s 
considerations. 

This thoroughly researched work includes 
several tables, developed ky Daniel, sum- 
marizing characteristics, strengths, and weak- 
nesses of various U.S. and Soviet sensors, 
submarines, and weapons systems. These are 
well done and quite useful. 

For general readers, the book is flawed by 
the extensive use of many acronyms that, 
unfortunately, have now become an integral 
part of the military/weapons specialized 


vocabulary. However, within these parame- ` 


ters, the work is readable and very well 
organized. 

Daniel’s general assessments and conclu- 
sions are thoughtful and relatively encour- 
aging. His is not the panicky view so often 
encountered in arms-related literature. 

Of particular interest is the general dis- 
cussion of the U.S.-USSR war potential, as 
related only to submarines. In this area, the 
question of stability in that relationship is 
crucial. Daniel finds, here, U.S. superiority 
in some areas and, in general, no immediate 
likelihood of drastic, destabilizing develop- 
ments during the next decade. — 

DON LeFAVE 

Yuba College 

Marysville 

California 


FORBES, H. D. Nationalism, ethnocentrism, 
and Personality: Social Science & Critical 
Theory. Pp. x, 255. Chicego: University 
of Chicago Press, 1985. $27.50. 


The first part of this book begins with a 
detailed restatement of the theory found in 
The Authoritarian Personaity (1950), as 
well as a commendable review of the critiques 
of the 1950 book. The second and third 
parts—empirical and theoretical—challenge 
the contemporary consensus about ethno- 
centrism and authoritarianism. Forbes ar- 
gues that both supporters and critics of The 


Authoritarian Personality have missed the 

point, that what is obvious in the United 

States is not obvious elsewhere, that nation- 

alism has different connotations in different 

nations. He agrees that in the United States 

conservatism does involve ethnocentrism, 

belligerent patriotism, and rejection of many 

minorities, and he nctes that in U.S. literature 

nationalism mean: essentially anticom- 

munism. But he also correctly notes that 
studies inspired by the 1950 book have 
generally criticized right-wing fascism but 
not left-wing fascism, and have questioned 
American nationalsm but endorsed “na- 
tionalism of the various peoples in revolt.” 
Forbes notes that The Authoritarian Per- 
sonality hypothesis that individual differ- 
ences in prejudice are mostly due to different 
personalities is now generally rejected, and 

he turns his attentior to the modified version 

of the hypothesis that authoritarianism is 

one source of ethnozentrism. His goal is to 

test the modified personality hypothesis in a 
different setting: Canada. He analyzes self- 
administered questionnaires given to 1825 

seniors in Canadian high schools in 1968. ° 
Forbes suggests that the contrast is not 

between ethnocentrists and humanitarians, 

but rather betweer philanthropists and 

misanthropes, “bocsters and knockers.” 

Forbes suggests that she assumed dichotomy 

between democracy and fascism is too simple 

and that The Authoraarian Personality pro- 

duces a “rather rosy p cture of the democratic 

equalitarian.” 

Forbes criticizes “he prevailing worship 
of statistics and the fa‘lure to explore alterna- 
tive theories adequate-y, admires Horkheimer 
and Adorno but suggests that they shared 
the U.S. belief that democracy was superior 
to all other forms of government, and con- 
cludes that The Authoritarian Personality 
“illustrates intellectual provincialism.” 

Forbes notes the nerrowness of his sample, 
but also notes that he included both French- 
Canadian and Englist-Canadian students in 
a period of intense consciousness about 
nationalism in Caneda, presents supple- 
mental data, and presents strong arguments 
against “the idea that Dur results would have 
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been completely different if somewhat older 
and more sophisticated respondents had 
been chosen.” 

Forbes has succeeded in his goal and 
raises important questions that deserve more 
in-depth examination. Some of his findings 
are disturbing on the surface, but ultimate 
progress demands more complex and probing 
analyses of a philosophical nature. Forbes 
has produced a commendable book that 
should. encourage more attention to the 
study of nationalism and ethnocentrism. 

ABRAHAM D. LAVENDER 

Florida International University 

Miami 


JOHNSON, R. W. Shootdown: Flight 007 and 
the American Connection. Pp. xvi, 335. 
New York: Viking, 1986. $18.95. 


In the predawn hours of 1 September 
1983, a South Korean airliner en route to 


Seoul from Anchorage—Korean Airline, 


(KAL) flight 007—was shot down off Sakha- 
lin Island by a Soviet fighter, killing all 269 
passengers and crew on board. The news of 
the shootdown produced a widespread reac- 
tion of horror and indignation at such a 
wanton disregard for human life by the 
Soviet Union. Granting that 007 had intruded 
into Soviet airspace, many wondered what 


kind of society or regime would have to-- 


make a point of defending its territorial 
sovereignty by shooting down a passenger 
plane with women and children in it..Tragic 
as it was, the 007 incident thus was a huge 
propaganda bonanza for the Reagan admin- 
istration, which had said all along that a 
more vigilant military posture was needed to 
deal with such an “evil empire.” 

Almost from the beginning, however, 
nagging questions about the incident emerged 


that could not be satisfactorily answered, . 


and the refusal of the Reagan administration 
to disclose pertinent information only fueled 
a growing suspicion that fateful flight 007 
might indeed have been involved in a U.S. 
intelligence operation as alleged by the Soviet 
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government. Once the navigational-error 
hypothesis was ruled out as probably bor- 
dering on impossibility in light not only of 
the super-reliable three-layered backup system 
of the Inertial Navigation System, but also of 
other incriminating evidence of KAL 007’s 
flight behavior, the troublesome question 
that remained was, Why did 007 deliberately 
intrude into Soviet airspace in the area 
widely known to be sensitive to the Soviet air 
defense? 

Dismissing the saving of fuel as an entirely 
implausible explanation for the errant KAL 
flight, Johnson develops an elaborate hy- 
pothesis of conspiracy among the top-level 
members of the Reagan administration, 
specifically William Clark and William Casey, 
and the KAL 007 crew. The mission plan for 
fateful flight 007, according to this book, 
perhaps the most comprehensive book to 
date on the incident, must have been to test 
Soviet radar responses to a deep and pro- 
longed penetration of the Soviet airspace 
over Kamchatka and Sakhalin. Only a civilian 
airliner feigning navigational error could 
make such a penetration with the least risk of 
being shot down. 

Shootdown is a deeply disturbing book, 
for it makes such an unthinkable proposition 
not only thinkable but downright irresistible 
even to those of us who are usually disdainful 
of conspiracy theory in politics and wish to 
believe that the deliberate risking of innocent 
lives for intelligence purposes is simply out 
of character with a decent democracy such as 
the United States. The sheer brilliance and 
analytical thoroughness of a proper Briton 
and Oxford University scholar whose per- 
sonal and intellectual integrity cannot be 
questioned make it very difficult to dismiss 
this book as an example of an overly inquisi- 
tive mind probing into the darkest reaches of 
wicked imagination. 

SUNG HO KIM 

Ohio University 

Athens 
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MOUZELIS, NICOS P. Politics in the Semi- 
Periphery: Early Parliamentarism and 
Late Industrialism in the Balkans and 
Latin America. Pp. xix, 284. New York: 
St. Martin’s Press, 1986. $32.50. 


Amalgamating political economics—quasi 
Marxism—and political sociology domina- 
tion—-Weberian—types for comparative, 
cross-regional, historically oriented study of 
politics and bureaucracy of “societies geo- 
graphically distant and culturally dissimilar” 
is an ambitious undertaking. Nicos P. Mou- 
zelis, building upon his previous research in 
organization theory and Greek politics, is 
only partially successful in the task of com- 
paring selected “semi-periphery” nations. 

Mouzelis’s subjects are the Balkans and 
Latin America, primarily Argentina, Chile, 
and Greece and secondarily Bulgaria, Yugo- 
Slavia, and Brazil. Having obtained inde- 
pendence in the nineteenth century from 
patrimonial empires, they adopted parlia- 
mentary political systems. Mouzelis postu- 
lates that each state had oligarchical controls 
restricting popular participation but highly 
statist “incorporative” orientations co-opting 
middle and lower classes into “dependent- 
vertical” relationships. Incorporative pat- 
terns, especially after 1929, rested upon 
bureaucratic clientelistic patronage of pop- 
ulism under charismatic, patrimonial leaders 
co-opting lower classes. Contrasted to West- 
ern “integrative” politics, these patterns 
hindered growth of unions and intermediate 
structures not designed by siate authorities, 
something reinforced——dramatically in Argen- 
tina, Chile, and Greece—by relatively late 
but impressive industrialization and urbaniza- 
tion, which undermined rural influence. They 
became “semi-peripheral,” not Third World 
peripheral. 

Centralized states were paramount when 
industrial working classes evolved. Public 
employment and “national arenas,” including 
armies, markets, and cities, expanded. Still, 
these political-economic developments polit- 
icized increasing numbers, undercutting 
government “incorporative-exclusionist con- 
trols” and challenging the autonomy of 
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military establishments. Throughout, con- 
trollers of bureaucracy were not driven by 
class or economic imperatives but were pro- 
tecting their own and state interests, which 
gave them domination and power for co- 
optation and developing state-sponsored 
capitalism. 

When military bureaucracies assumed 
power in Argentina (1966), Greece (1967), 
and Chile (1973), nations with historic “prae- 
torian tendencies,” where military subor- 
dination to civilian leaders was always less 
than in “center” Western “integrative” sys- 
tems, they were primarily protecting their 
own status. Influences, including “manage- 
rial ethos”—-stimulated by American training 
and President Kennedy’s military involve- 
ment in national political development 
there—and forces such as inflation, low 
productivity, and civilian regime instability, 
were germane but not paramount. Military 
bureaucracies continued incorporative stat- 
ism but failed to generate stability due to 
prior extensive politicization, lack of viable 
ideology, and inability to promote mass 
mobilization. 

These are Mouzelis’s hypotheses com- 
paring historical similarities of incorporative 
political domination forms. While he presents 
interesting national political-administrative 
histories up to the 1970s, there are difficulties 
with his comparative analyses. His data too 
neatly, often quite redundantly, explain away 
admitted observable differences of regional, 
economic, cultural, and unique historical 
factors. This projects inevitability to incor- 
porative evolution not prescient in his com- 
parison or perhaps not accurate vis-a-vis 
1980s’ developments. 

CHARLES A. JOINER 

Temple University 

Philadelphia 

Pennsylvania 


ORVIK, NILS, ed. Sernialignment and Western 
Security. Pp. 286. New York: St. Martin’s 
Press, 1986. $35.00. 
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WILLIAMS, PHIL. The Senate and U.S. 
Troops in Europe. Pp. xi, 315. New York: 
St. Martin’s Press, 1985. $25.00. 


Semialignment is the condition of being 
in but, in one way or another, not fully part 
of an alliance. Noticing that about half of the 
smaller or middle-range members of the 
North Atlantic Treaty Organization (NATO) 
are in or showing signs of this condition, 
Orvik brought a team together at the Center 
for International Relations at Queens Uni- 
versity, in Ontario, Canada, to study the 
phenomenon. This book is the product of 
their efforts, its core being case studies of five 
states. Carsten Holbraad makes a compre- 
hensive and skillful analysis of Denmark’s 
semialigned tendencies. Constantine Melako- 
pides studies Greece, claiming that its post- 
1974 semialignment was “inevitable,” pri- 
marily because of its deep suspicion of a 
fellow NATO member, Turkey. The chapter 
on the Netherlands by Ruud Koole and Paul 
Lucardie focuses almost entirely on the 
security policy of the Social Democratic 
Party. Canada attracts two chapters: Chris- 
topher Rose gives an informative and critical 
account of Canada’s contributions—or, 
rather, their lack—to NATO, and Hugh 
Thorburn traces the growth of anti-NATO 
feeling in Canada’s small New Democratic 
Party; the rationale for the inclusion of the 
latter chapter is hard to understand, however. 
Nils Orvik, in a thorough and wide-ranging 
chapter, writes very interestingly—although a 
little bit long-windedly—on Norway. 

We are then offered two conclusions! The 
editor sums up against semialignment, seeing 
it as irresponsible and perhaps counterpro- 
ductive. All the other contributors band 
together to offer a more sympathetic analysis 
of the policy, suggesting that in some respects 
it might strengthen the alliance. This is an 
interesting bonus at the end of what is, on 
balance, a very worthwhile volume. 

Whereas the Orvik book deals with large 
issues, that by Phil Williams focuses on just 
one aspect of the Western alliance, but a 
crucial one: the attitude of the U.S. Senate to 
the stationing of American troops in Europe. 
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The initial commitment, following the out- 
break of the Korean War, was vigorously 
challenged by many senators, leading in 1951 
to a “debate that has rarely been matched 
either in its bitterness and vindictiveness or 
in the excessive claims made by the propo- 
nents of presidential power on the one side 
and the advocates of congressional preroga- 
tives on the other.” This the administration 
won, and for more than a decade the issue lay 
fallow. But in the early 1960s the size of the 
American commitment led to restiveness 
among a handful of senators, including Mike 
Mansfield. From 1966 to 1970 there was 
what Williams calls “gentle pressure” on the 
issue, expressed in a number of resolutions 
that were never pushed to a vote. But this 
activity “represented the beginnings of the 
congressional revolt against the predomi- 
nance of Cold War policies, and the domi- 
nance of what would later be called the 
‘Imperial Presidency.’” Then in the early 
1970s came a series of Mansfield amendments 
calling for troop reductions, of which that of 
1973 represented the peak. On several occa- 
sions they threw the Nixon administration 
into a frenzy. Yet their author, a former 
professor, had a “gentle style of leadership” 
and had toward his own proposals an attitude 
“almost... of scholarly detachment.” None 
of the amendments were ultimately successful, 
but they played a large part in the movement 
to bring Congress back into the policymaking 
process. Williams suggests that the issue with 
which they dealt is far from closed. 

Williams takes his readers through the 
story in a meticulous fashion, but the going 
never becomes heavy. His book is a splendid 
scholarly achievement and immediately estab- 
lishes itself as the authoritative account of 
this important matter. 

ALAN JAMES 

University of Keel 

Staffordshire 

England 
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ROSE, CLIVE. Campaigns against Western 
Defense: NATO's Adversaries and Critics. 

‘ Pp. ix, 318. New York: St. Martin’s Press, 
1985. $27.50. 


MONTGOMERY, JOHN D. Aftermath: Tar- 
nished Outcomes of American Foreign 
Policy. Pp. xvii, 200. Dover, MA: Auburn 
House, 1986. $24.95. 


It is worth recalling that not long ago tens 
of thousands of protestors on both sides of 
the Atlantic took to the streets to call for an 
end to the nuclear arms race. Some keen 
observers at the time were struck by the 
apparent similarity between the demands in 
Europe and the United States for a nuclear 
freeze, if not unilateral disarmament, and the 
folly of appeasement on the eve of World 
War I. Soviet attempts to exploit the Western 
public’s fear of nuclear war and desire for 
peace in order to erode popular support for 
the North Atlantic alliance is the central 
concern of Clive Rose’s book, Campaigns 
against Western Defense. 

The villains, according to Rose, are inter- 
national Communist-front organizations, 
such as the World Peace Council, that prey 
on the naiveté of useful idiots in the West 
inclined to toe the party line in Moscow’s 
war of words and ideas with the United 
States and its allies. Rose marshals an array 
of details to demonstrate thet the USSR’s 
political machinations are no less threatening 
to Western security than its military threat. 
His analysis unfortunately reszates the obvi- 
ous: the Soviets take their propaganda seri- 
ously and will go to great lengths to disin- 
form and manipulate foreign opinion. The 
crux of the issue in this book is the effective- 
ness of the fronts and their fellow travelers as 
weapons of Soviet foreign policy. No better 
example is the North Atlantic Treaty Organ- 
ization’s 1979 decision to deploy Pershing II 
and cruise missiles by 1983. Try as the 
Kremlin did, the Soviets failed to stop the 
deployment and their various fronts did little 
to help. Rose, to his credit, suggests that the 
North Atlantic Treaty Organization’s difficul- 
ties with the European peace movement had 
more to do with the alliance’s own failure to 


make a persuasive case for the necessity of 
nuclear deterrence. Rose would have been 
better served if he had pursued this theme 
with as much vigor as he pursued the elusive 
threat of Soviet rhetorical skulduggery. 
Currently a professor at Harvard’s Ken- 
nedy School of Government, John D. 
Montgomery is also a policy analyst with 
nearly four decades of involvement in the 
implementation of American foreign policy. 
The purpose of his book is to fathom the 
reasons why this policy has occasionally 
failed so miserably in the years since 1945. 
Montgomery argues that America’s good 
intentions abroad have not been matched by 
sufficient resources. Moreover, the makers 
of American foreign policy too often let their 
can-do spirit overwhelm their sense of pru- 
dence and proportion in the commitment of 
American power and prestige abroad. He 
concludes with a plea that the United States 
stop behaving like a superpower and act 
more like a great power, similar in stature to 
the other principal nations in the West. 
Montgomery fashions five case studies in 
which he was a participant-observer to sup- 
port this conclusion: the use of atomic 


- bombs to end the war; experimenting with 


tactical atomic weapons to reduce the possi- 
bility of full-scale war; efforts to reconstruct 
Japan as a stable, democratic nation; the 
tragedy of Vietnam; and programs to gener- 
ate economic independence in former colo- 
nial states. Each of these issues is handled 
with great expertise. Unfortunately, Ameri- 
ca’s responsibilities in contemporary world 
affairs cannot be wished away. One can only 
concur with Montgomery’s hope that in the 
future the United States will define its 
national interests more judiciously than its 
leaders have done in the past. 
PAUL MICHAEL KOZAR 
Mount Vernon College 
Washington, D.C. 
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LATIN AMERICA 


ARIAN, ASHER. Politics in Israel: The 
Second Generation. Pp. 290. Chatham, 
NJ: Chatham House, 1985. $25.00. 


This volume explains in detail the interac- 
tion of domestic and international factors 
that shape democracy in contemporary Israel. 
It is especially useful in demonstrating how 
political behavior is shaped by the patterns 
of immigration and settlement that are too 
little appreciated by outsiders. At the same 
time, Arian, a twenty-year resident of Israel, 
is not mesmerized by the alleged uniqueness 
of the country as he dissects the intricacies of 
coalition formation and other aspects of 
hierarchical party politics in the Jewish state. 
Indeed, the enduring quality of this analysis 
lies precisely in the careful delineation of 
legitimacy, identity, integration, and political 
culture as persistent problems. Arian under- 
stands that the “world of Israeli politics often 
seems confusing to the uninitiated” and 
seeks to uncover the continental European 
roots that have shaped the political system in 
both the first and second generations. 

The book’s clear organization facilitates 
comparisons between Israel and other democ- 
racies and allows readers to explore in depth 
particular interests in electoral arrangements 
or public policy. Those concerned with ob- 
taining an overview will find the chapter on 
ideology, communication, and socialization 
most enlightening because it brings together 
the various strands of Arian’s argument and 
demonstrates why the conventional vocabu- 
lary of “the left-right continuum” has scant 
application in Israel’s setting of “attitudinal 
stability.” The strength of style over substance 
in Israeli politics is well documented, as is the 
gap between support for “abstract democratic 
norms” and “practical tolerance.” 

The wealth of data presented together 
with the clear articulation of its significance 
renders this volume essential for any serious 
student of comparative politics. In addition, 
Arian’s immersion in his topic as both par- 
ticipant and observer gives the work an 
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authority that even the more general reader 
will appreciate. 
LINDA B. MILLER 
Wellesley College 
Massachusetts 


BULLARD, MONTE R. China’s Political- 
Military Evolution: The Party and the 
Military in the PRC, 1960-1984. Pp. xviii, 
209. Boulder, CO: Westview Press, 1985. 
Paperbound, $15.75. 


CHAN, ANITA. Children of Mao: Personality 
Development and Political Activism in 
the Red Guard Generation. Pp. viii, 254. 

_ Seattle: University of Washington Press, 
1985. $19.95. 


EDWARDS, R. RANDLE, LOUIS HENKIN, 
and ANDREW J. NATHAN, Human Rights 
in Contemporary China. Pp. 193. New 
York: Columbia University Press, 1986. 
$25.00. 


That China’s basic institutions, its legal 
system, and its political environment are 
undergoing radical change has been dramat- 
ically demonstrated in these three very dif- 
ferent books. Each examines a specific aspect 
of political culture or institutional develop- 
ment in the People’s Republic; when taken 
together they present a powerful portrait of a 
nation redefining itself. 

Monte R. Bullard’ China’s Political- 
Military Evolution is a monograph that fits 
the rather classic model of what might be 
called elitist studies, Of the three works being 
reviewed it is the closest to its origins as a 
dissertation in political science. What this 
means in practical terms is that it is, in its 
opening sections and in its presentation of 
the author’s analytic insights, the least acces- 
sible to an educated lay public. If one is 
willing to crash through the thicket of jargon 
and Bullard’s tendency toward overly pre- 
cise—and lengthy—definition, one finds a 
useful and quite clearly drawn portrait of a 


. military system in the midst of change. One 


finds as well a useful road map that.can guide 
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one through the complexities of party-bureau- 
cracy-army interaction in post-Maoist China. 
Bullard, as a career military man and Army 
China expert, is most comfortable describing 
bureaucracies and defining the power relation- 
ships and the system of “interlocking direc- 
torates” he finds in the People’s Republic 
and does this in an effective manner. Thus 
his book is useful to the student of military 
systems and to anyone interested in how 
political structures and political relationships 
have evolved in modern China. 

Children of Mao permits the reader to 
move from the mountain of high policy- 
making and elitist bureaucractic politics to 
the plain of interpersonal political interaction; 
Anita Chan’s fascinating book allows us to 
enter the realm of political culture on its 
most fundamental level. Her work can be 
seen as an exploration in what I would term 
political social psychology. The basic ques- 
tion she asks is a simple one: how were 
children and teenagers affected by the social- 
ist revolution in China and by Mao’s attempt 
to maintain the spirit and the power and the 
impetus of his personal revolution? She 
answers her question by studying a select 
number of young people whe served as Red 
Guards. Her sample was a small one, but the 
individuais she chose were from key urban- 
class backgrounds and she argues that their 
experiences were exemplary of those of 
many others in urban China. She defines 
four types of activist personalities and in 
each chapter, after introducing some key 
trends and tendencies, focuses upon the four 
individuals who best represent each of her 
four archetypes. The first chapter introduces 
Chan’s subject and her approach. The second 
examines the primary school years of her 
subjects. In the third, adolescence is studied. 
The fourth covers the Red Guard period, 
and the fifth focuses upon the waning of the 
revolution. Chan concludes with a discussion 
of the process of political socialization. She 
has given us a well-organized, well-written 
monograph that has the power of a great 
panoramic novel; it is a book that leaves one 
shaken at what has been witnessed. 

Louis Henkin, R. Randle Edwards, and 
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Andrew J. Nathan, each a professor at 
Columbia University, have combined forces 
to put together a useful set of essays that 
deals with a third dimension of Chinese 
political life, that of human or personal 
tights. Human Rights in Contemporary 
China is the most abstract book of the three 
being reviewed and is the most broadly based 
in the coverage of its topic. It is also clearly 
aimed at an educated lay audience; each 
essay conveys information with grace and 
authority but without overwhelming detail 
or voluminous footnotes. Henkin, a specialist 
in the problem of human rights, provides the 
reader with a comparative overview of rights 
in the United States—his model for a rights- 
oriented society——and the People’s Republic 
of China. R. Randle Edwards, an expert in 
the Chinese legal system, deals with the way 
personal rights are defined in China. Andrew 
J. Nathan, a political scientist and specialist 
om the problem of democracy in modern 
China, first traces the development of polit- 
ical rights in the various modern Chinese 
constitutions and then concludes the book 
with an essay on the sources of Chinese 
thinking on the issue of political and human 
rights. Each essay is a distillation of its 
author’s thought on his given subject. Taken 
together they provide a clear, well-defined 
introduction to the problem. 

Each of these books has its value. The 
first illuminates elitist politics. The second 
shows how young people learned to survive 
in a political environment gone mad. The 
third shows why thinking of China in Western 
terms is a dangerous exercise. When taken 
together, they give us a sense of what the 
political dimension of modern Chinese life is 
like. 

MURRAY A. RUBINSTEIN 

Baruch College 

New York City 


FUNG, EDMUND S.K. and COLIN MACK- 
ERRAS. From Fear to Friendship: Aus- 
tralia’s Policies towards the People’s Re- 
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public of China 1966-1982. Pp. x, 351. 
Manchester, NH: University of Queens- 
land Press, 1985. $37.50. 


Throughout the postwar period China 
has been a major factor in Australian foreign 
“policy. It was perceived as a threat and 
feared. Politicians fought elections on the 
need to contain the influence of Chinese 
communism. As the title of the book indicates, 
this fear turned into an open embrace. China 
was taken up as a friend and ally in the global 
struggle against the Soviet Union. 

The dominant influence in Australia’s 
foreign policy, however, has not been China 
but the United States. In crucial aspects of its 
policies toward China, Australia has followed 
the United States’s lead. Thus an important 
theme embedded in this book is the way 
Australia’s relationship with the United 
States has limited its freedom of choice in 
foreign policy. On the question of recognition 
of the People’s Republic of China (PRO), 
membership of the PRC in the United 
Nations, and Taiwan, it long adhered to the 
precepts of successive U.S. administrations. 
One result has been the lesson that the 
United States has no compunction about 
changing policy without informing its allies. 
Nixon’s initiatives in 1972 were a considerable 
embarrassment to the Australian government 
of the day. 

On some issues Australia did of course 
exercise independence. It traded extensively 
with China when the United States did not. 
Fung and Mackerras demonstrate that Aus- 
tralia adopted a pragmatic approach in this 
regard. It generally sought to separate issues 
of trade and politics. Predictably some seg- 
ments.of domestic opinion saw this as duplic- 
ity with communism. Nevertheless it became 
an impetus to Australia’s recognition, in 
1972, of the PRC. 

Though the book is informative, thorough, 
and comprehensive in scope, it is a pedestrian 
narrative with no vivifying insights. It would 
have been a more forceful book had Fund 
and Mackerras done more to draw out and 
probe some of the themes it contains. In 
particular there is a disappointing absence of 
any adequate sense of the political processes 
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that shaped Australia’s policies. There is 
more about what happened and when than 
precisely why it did or whether it was really 
important. Mackerras writes, with genuine 
interest, about the development of cultural 
relations, but have they contributed much to 
the substantive issues of the relationship? 

It is a book that will serve more as an 
introduction to Australia’s China policies 
during a particular period than as a source of 
interpretive. argument. Perhaps this is the 
inevitable result of setting out with a time 


frame rather than a set of incisive questions. 


PAUL KEAL 
Australian National University - 
Canberra | 


GALBIATI, FERNANDO. P’eng P’ai and the 
Hai-Lu-Feng Soviet. Pp. vi, 484. Palo 
Alto, CA: Stanford University Press, 
1985. $45.00. 


The role of the peasantry in a communist 
revolution is a controversial issue. It has 
been debated among scholars and revolu- 
tionaries. One of the characteristics of 
Chinese communism during the Mao Zedong 
era is the crucial role played by the peasants. 
The theoretical foundation of this practice is 
often attributed to Mao for his successful 
adaptation of the Marxist doctrine to the 
Chinese milieu. Thus Mao’s supporters claim 
that Mao has made a major contribution to 
the communist movement in the Third World. 
Then there is the argument about the original- 
ity of Mao’s theory because many communist 
leaders before Mao, including Lenin, also 
discussed the potential role of the peasantry 
in a communist revolution. 

If Mao is not the first leader to emphasize 
the role of the peasantry in the international 
communist movement, certainly most people, 
including most of the Chinese communists, 
believe that Mao is the first Chinese commu- 
nist leader to do so in the Chinese communist 
revolution. The book P eng Pai and the Hai- 
Lu-Feng Soviet by Fernando Galbiati even 
challenges this popular assumption. Galbiati 
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argues convincingly that P’eng P’ai, not Mao 
Zedong, was the first Chinese leader to stress 
the importance of the peasants in the Chinese 
revolution and it was P’eng who established 
the first rural people’s soviet—the Hai-Lu- 
Feng Soviet, in China. He further contends 
that Mao was influenced by P’eng’s peasant 
movement in east Kwantung Province. 

The book is divided into three parts with 
a total of 11 chapters. It provides a detailed 
description and analysis of the life and times 
of P’eng P’ai and the geographical, political, 
economic, and social conditions of the Hai- 
Lu-Feng area in east Kwantung. It is an 
insightful microstudy of the peasant move- 
ment in a two-county area in the 1920s. The 
book is based on many original sources. It 
links P’eng’s peasant union movement in 
Haifeng and Lufeng to the larger perspective 
of political development in Kwangtung Pro- 
vince, the Chinese Communist Party (CCP), 
the Kuomintang (KMT), the KMT-CCP 
united front, and the policy of the Comintern 
toward China. Chapter 10 gives an account 
of the operations and problems of the Hai- 
Lu-Feng Soviet, which was crushed by KMT 
forces. The book has more data on Haifeng 
than on Lufeng. Galbiati points out the 
problem of “peasant mentality” and the 
strength and weakness of the peasantry in a 
communist revolution. P’eng’s Hai-~-Lu-Feng 
Soviet was a prototype of later Chinese 
communist developments. 

The book contains too many trivial details 
and quotations, It is tedious and repetitive in 
some places. A more systemetic analysis of 
P’eng’s ideology based on his writings would 
have made this book more significant in our 
study of P’eng and the policy of the CCP 
toward the peasants in its early years. 
Galbiati’s book has broken some new ground, 
and it is an important contribution to the 
literature on Chinese communism. 

GEORGE P. JAN 

University of Toledo 

Ohio 


HARRIS, LILLIAN CRAIG and ROBERT L. 
WORDEN, eds. China and the Third 
World: Champion or Challenger? Pp. 
xvii, 174. Dover, MA: Auburn House, 

` 1986. $29.00. 


CHANG, PAO-MIN. The Sino-Vietnamese 
Territorial Dispute. Pp. viii, 119. New 
York: Praeger, 1985, $29.95. Paperbound, 
$9.95. 


Here are two new works on a single 
subject, China’s changing relations with the 
Third World. One is a broad, global overview; 
the other, a narrow monograph treating only 
one of three key issues in China’s relations 
with a single state. 

China and the Third World is the broader 
and yet the weaker of the two. With an 
introduction by Harris and Worden and 
seven essays “written independently” by as 
many scholars, it covers a considerable range 
of perspectives on China’s foreign relations, 
not only with the Third World but, inevitably, 
with the powers as well. The weakness of the 
book lies in its arrangement. The introduction 
tells the reader what to expect of whom, and 
the following essays seem already familiar as 
they are read. In addition, some redundancy 
in seven perspectives on the same topic is 
perhaps to be expected, but the degree of it 
here is simply tiring. More active editing 
might have spared the reader some of this. 
The discrete essays are interesting and well 
argued, but as a whole they tend to dull and 
diminish each other. Since the book has no 
real conclusion, it is difficult to know what 
the chief purpose of the project was; as it 
stands now, it seems to have been to demon- 
strate that if you turn seven scholars onto a 
topic you will emerge with seven perspectives. 
Many readers, of course, will have discovered 
that from their first semester of teaching. 

The Sino- Vietnamese Territorial Dispute, 
on the other hand, is a sharply focused 
monograph and a lively exploration into one 
of the major problem areas in China’s Third 
World relations. Treating only the territorial 
dispute, while noting the equal importance 
of the ethnic Chinese and the Kampuchean 
issues, Chang describes both the historical 
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antecedents of the dispute and the recent 
drifting into armed conflict over the issues. 
After careful analysis of those issues, he sees 
no easy resolution, but rather continued 
conflict in the future. Within his narrowly 
defined limits, Chang offers an exemplary 
study of a vexing China problem. 


R. KENT LANCASTER 
Goucher College 
Baltimore 
Maryland 


LAITIN, DAVID D. Hegemony and Culture: 
Politics and Religious Change among the 
Yoruba. Pp. xiti, 252. Chicago: University 
of Chicago Press, 1986. $30.00. Paper- 
bound, $13.95. 


This small book deals with several very 
large issues. Laitin, a political scientist, uses 
data from field research in Nigeria to question 
both the “social systems theory” of Clifford 
Geertz and the “rational choice theory” of 
Abner Cohen. Laitin argues that neither of 
these theories explains his data as well as the 
theory of “hegemonic control” associated 
with Antonio Gramsci. 

The situation that provoked the compari- 
son and evaluation of these theories was 
encountered by Laitin among the Yoruba, 
an ethnic-tribal group of southwestern Nige- 
ria. Although approximately half of the 
Yoruba are now Christian and half Muslim, 
religious affiliation seems to have very little 
relevance as far as political action is con- 
cerhed. Political conflicts are often intense 
among the Yoruba, but Christians and Mus- 
lims join causes and take positions on the 
basis of values other than religious ones. 
This seemed to Laitin to be an anomalous 
situation, and he is concerned with explaining 
what he perceives as the “unnatural tolera- 
tion” of one religious group by the other. 

Since Laitin conceives of social systems 
theory as stressing the integration and con- 
gruence of cultural subsystems, he holds that 
the Yaruba data do not fit the model because 
the religious subsystem is seemingly unrelated 
to the political subsystem. On the other 
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hand, rational choice theory is said to be 
inadequate because it does not explain the 
origin of the values that hold people together 
in cohesive groups. Laitin prefers a hege- 
monic theory, which holds that certain cul- 
tural subsystems become dominant in a 
society and come to be most significant in 
directing action. Among the Yoruba, the 
dominant values center on derivation from 
ancestral cities. When aligning themselves 
for political action, the Yoruba stress loyalty 
to an ancestral city above all else, and in spite 
of extensive shuffling of the population, it is 
place of origin that forms the ultimate basis 
for political affiliation. Although the basic 
values behind this orientation were clearly 
present in precolonial times, Laitin argues 
that the British had an important role in their 
development as dominant values, since in 
setting up their system of indirect rule, the 
British gave chiefs and cities a significance 
they had never had before. Thus a hegemonic 
political system is seen as having had a 
crucial role in the development of a hege- 
monic value system. 

Most of Laitin’s conclusions are based on 
secondary sources, since his field research 
was relatively limited. He spent a year in the 
city of Ile-Ife, where he regularly attended an 
Anglican church and a mosque, and in 
addition to interacting informally with 
members of the congregations, he conducted 
formal interviews—-through an interpreter— 
with 35 Christians and 35 Muslims, all elite 
males. Although the data collected by Laitin 
provide a rather narrow base for the kinds of 
generalizations he makes about political 
attitudes, he is able to cite several other 
studies that corroborate his findings. 

The most serious criticism of this work 
relates to the basic assumption with which 
Laitin began, namely, that since religion ts 
often associated with political conflict in his 
own society, the same relationship should 
exist in all societies. Not only is this assump- 
tion ethnocentric; it also led to a distortion of 
the research situation. Laitin regularly chal- 
lenged his informants to explain to him why 
there was no hostility between Christians 
and Muslims, thereby requiring that they 
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look at the situation from his perspective, 
not their own. Since Laitin’s focus was on 
understanding Yoruba values, this was clearly 
not the best way to proceed. 

Even granting these criticisms, however, 
Laitin’s book is an excellent study of political 
behavior among the Yoruba. It is clearly 
written and scholarly, includes a candid 
discussion of methodology, and presents a 
stimulating combination of theory and data. 

SETH LEACOCK 

University of Connecticut 

Storrs 


PAYNE, ANTHONY, PAUL SUTTON, and 
TONY THORNDIKE. Grenada: Revolution 
and Invasion. Pp. xi, 233. New York: St. 
Martin’s Press, 1986. Paperbound, 
$11.95. , 


VALENTA, JIRI and HERBERT J. ELLISON, 
eds. Grenada and Soviet] Cuban Policy: 
Internal Crisis and U.S.J OECD Inter- 
vention. Pp. xxii, 512. Boulder, CO: 
Westview Press, 1986. $38.50. Paperbound, 
$20.00. 


The two books under review were written 
before the files of the Grenada Archive 
became open to scholars at the U.S. National 
Archives. These files, which tell us a great 
deal about the inner workings of any socialist 
country in the world, yield information that 
makes obsolete a considerable portion of 
both books. 

The Payne, Sutton, and Thorndike book, 
originally published in 1984, is written in 
earnest anger over the U.S. military inter- 
vention in Grenada. Payne, Sutton, and 
Thorndike had read only a few of the 
internal documents of the Grenada Archive 
and, as aresult, they have generally taken the 
People’s Revolutionary Government (PRG) 
at its own word, always a mistake in political 
analysis, They do not generally censure any 
excesses of the PRG but, rather, try to 
understand them as attempts by sincere 
young men to establish socialism in their 
small island nation. For instance, the elimi- 


nation of all the oppositional press is not 
viewed with any particular alarm and the 
closing of Grenada Voice is passed over by 
the bland statement that its appearance 
“could not but appear to the PRG to be part 
of a CIA plot.” Ona very superficial reading 
of only a few scattered sources, they also see 
the PRG as having “genuine” economic 
successes; more thorough investigations show 
a much less rosy picture and that economic 
difficulties were an important cause for the 
political difficulties of the regime. (Frederic 
L. Pryor, Revolutionary Grenada: A Study 
of Political Economy [New York: Praeger, 
1986.]) This book does contain some useful 
factual materials about U.S. Caribbean policy 
in general and the military intervention in 
particular, but much of the authors’ analyses 
of these materials is as tendentious as their 
views about what happened in Grenada. A 
much better book on Grenada, Grenada: 
Politics, Economics and Society (Boulder, 
CO: Lynne Rienner, 1985), was published 
some months later by Tony Thorndike alone, 
who does not excuse the PRG any longer 
because by this time he no longer considers it 
to have really been socialist. 

The Valenta-Ellison volume is a set of 
1984 conference papers that were already 
published in a preliminary version edited by 
Valenta and Ellison, Soviet/ Cuban Strategy 
in the Third World after Grenada (Washing- 
ton, DC: Kennan Institute for Advanced 
Russian Studies, Woodrow Wilson Interna- 
tional Center, 1984). It starts with a first-rate 
paper by Jiri and Virginia Valenta that had 
appeared in Problems of Communism and 
that was based on extensive interviewing in 
Grenada. Most of the remaining papers were 
written by people with no particular expertise 
on Grenada; for the most part their analyses 
are conventional. Fortunately, some of the 
weaker papers in the conference volume 
were not reprinted. The book is supplemented 
with 230 pages of Grenada documents, most 
of which have previously been published. 
(U.S., Department of State and Department 
of Defense, Grenada Documents: An Over- 
view and Selection, ed. Michael Ledeen and 
Herbert Romerstein, processed [Washington, 
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DC, 1984]; Paul Seabury and Walter A. 
McDougall, eds., The Grenada Papers [San 
Francisco: Institute for Contemporary Stud- 
ies Press, 1984]. Still earlier the United 
States Information Agency had published 
several volumes of Documents Pertaining to 
Relations between Grenada, the U.S.S.R., 
and Cuba[ Washington, DC, n.d. ], but these 
are difficult to obtain and few libraries seem 
to have them.) 

A majority of the papers deal with foreign 
policy implications of the intervention, espe- 
cially its impact on countries in various parts 
of the world. A considerable amount of the 
discussion on Grenada is repetitive because 
each author seems to refer to- the same 
documents. Future scholars may also have 
difficulties in tracing down the originals of 
these documents since the authors generally 
use the log numbers, rather than the cata- 
loging numbers employed in the Grenada 
Archive. Except forthe Valenta and Valenta 
paper, the reader learns little about Grenada 
itself. Some—but not all—of the papers 
seem to view the PRG as part of a nefarious 
plot by the Soviet Union. The documents in 
the Grenada Archive suggest a much different 
interpretation, namely, that the Soviets did 
not know what to do with Grenada, that they 
gave Grenada relatively little aid, and that 
their refusal to grant Grenada an emergency 
loan in the summer of 1983 led to the 
unraveling of the entire government. Some 
of the papers also suggest that the murder of 
the prime minister, Maurice Bishop, was the 
result of a leftist plot by the “hard-lner” 
Bernard Coard, an interpretation also made 
by both Ronald Reagan and Fidel Castro. 
Again the archival materials plus testimony 
emerging from the trial of the accused mur- 
derers suggest a much more complicated 
picture. 

Given the fact that almost all of this study 
has already been published in one form or 
another, albeit in a less polished state, one 
must ask, Was this book really necessary? 

FREDERIC L. PRYOR 

Swarthmore College 

Pennsylvania 
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SELLA, AMNON and YAEL YISHAI. Israel: 
The Feaceful Belligerent, 1967-79. Pp. ix, 
218. Mew York: St. Martin’s Press, 1986. 
$27.5). 


Amnon Sella and Yael Yishai have written 
an impcrtant book explaining how Israel 
and Egypt achieved a contractual peace 
agreement in 1979. Arguing that the terri- 
tories conquered in the June war of [967 
enabled Israel for the first time to bargain for 
a peace on acceptable terms, the book’s 
thesis appears straightforward, even obvious. 
But appearances, in this case, are deceptive. 
Keeping in mind the dramatically different 
outcomes of wars in 1967 and 1973, Sella and 
Yishai’s formulation that these two wars 
became the means to peace is remarkable for 
its originality and comprehensiveness. The 
account not only contains fresh empirical 
information, but also offers a thoroughly 
new view of Israel’s success in negotiating for 
recognition and a treaty of peace. 

Sella and Yishai distinguish between the 
various domestic and international factors 
stimulating peace initiatives without ignoring 
the very real and considerable obstacles to 
peace =mbedded in decades of wars and 
confrontations. Drawing on a wide range of 
documents, secondary literature, and survey 
research material, the book’s most distinctive 
contribution is to show how the burden of 
peace is borne by Israelis along with many 
other burdens. Sella and Yishai put it this 
way: 


The unorganised public played a dominant role in 
the mobilisation process. Changes occurred in the 
civic arzna: Israelis took to the streets and demon- 
stratedfor or against a given policy. They went on 
strikes more often, demanding higher wages and 
incomes. Close scrutiny of the demonstrations 
reveals, however, that they were concerned with a 
variety of interests and issues and were not focused 
on the question of peace. They were moreover 
mostly non-violent and no threat to legitimacy. 


For Israeli voters, then, the peace issue is not 
always central. Nor, understandably, is it 
always a priority on the political agenda of 
elected officials. 
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Sella and Yishai’s study seems exemplary 
for its political science sophistication and for 
its sensitivity to the nuance3 of Israeli polit- 
ical life. Without devaluing their bravery or 
diminishing their vision, it can be said that 
Anwar el-Sadat and Menachem Begin did 
not, alone, make peace. They operated, as 
political actors, in a context in which the 
policy of effecting peaceful ties between 
Israel and Egypt became increasingly plau- 
sible. Israel: The Peaceful Belligerent elab- 
orates the contours of the Israeli context and 
in so doing provides a compelling analysis. 

DONNA ROBINSON DIVINE 

Smith College 

Northampton 

Massachusetts 


TSOU, TANG. The Cultural Revolution and 
Post-Mao Reforms: A Historical Per- 
spective, Pp. xiv, 351. Chicago: University 
of Chicago Press, 1986. £29.95. 


This collection of articles on the Chinese 
political system by Tang Tsou is not for the 
casual reader. It is especially valuable to 
scholars with a more intimate background in 
modern Chinese history and with an appre- 
ciation of theories of political and social 
science. Tsou has selected eight of his essays, 
published over the years from 1968 to 1983, 
to explain Chinese political behavior. Some 
historical background is included, but the 
main exegeses relate to the events and changes 
during and after the Cultura. Revolution. 

One of the major thems regards the 
changes in the form of the state from an 
authoritarian traditional Ch_nese system at 
the end of the nineteenth century to varying 
degrees of “totalitarianness,” to use Tsou’s 
term. Tsou uses the definition of “totali- 
tarian” to measure the extent of penetration 
of political power into civil society and the 
economic system. He argues that the total 
collapse of China’s traditional political system 
left a vacuum that permitted the introduction 
of a communist system, which, initially, 
could have been considered moderate. 
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This communist system then began to 
break down when radical and unpopular 
programs were introduced. Having survived 
the Korean War—a winning war is a great 
unifier—the 3-Anti and 5-Anti movements, 
and agriculture reform, the system was 
strained by the Great Leap Forward and 
expansion of the communes. The people’s 
resistance engendered panic in the leadership, 
which, viewing the disintegration of the 
system, then resorted to increasingly greater 
control leading eventually to the Cultural 
Revolution. 

The Cultural Revolution differed from 
most revolutions in which elites united with 
the people to oppose the existing system. The 
Cultural Revolution was characterized by 
Mao Zedong attempting to rally the people 
to oppose the elites. He was supported by the 
ultra-leftists—the anti-party Gang of Four— 
who controlled, or at least dominated, the 
most influential official Chinese periodicals. 

In Tsou’s view, Chinese Marxism is sepa- 
rated into three phases: Mao Zedong’s 
Thought, from 1927 to 1955-57; movement 
to the left, from 1955-57 to 1978; and move- 
ment to the right, from 1978 to the present. 
Mao Zedong’s Thought on Marxism includes 
especially the sinification of Marxism, the 
two most significant contributions of which 
are: military power versus economic power— 
political power grows from the barrel of a 
gun; and material Marxism versus abstract 
Marxism--Marxism must be tailored to fit 
the circumstances in which it is applied. 

The 1955-57-to-1978 movement to the 
left encompasses the Great Leap Forward 
and commune expansion, commencement of 
the cult of personality of Mao Zedong and 
the Cultural Revolution, and the movement 
toward “feudal-totalitarianism.” 

The phase from 1978 to the present is 
characterized by a retreat from totalitar- 
ianism encouraged by improved U.S.-Chi- 
nese relations. 

The post-Mao reforms have resulted in a 
much more broadly based authority. No 
longer is a cult of personality likely, not even 
of a present leader such as Hu Yaobang or 
Deng Xiaoping. The changes in the respon- 
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sibility system in agriculture have led to 
increases in private plots and free markets 
and have resulted in a dramatic increase in 
agricultural production. In both education 
and industry, responsibility and leadership 
have been shifted from the party and gov- 
ernment to managers and superintendents in 
the field. 

This compilation of Tsou’s essays presents 
analyses of the most important phases and 
events in recent Chinese politics in terms of 
social science theories. Its contribution to 
the understanding and interpretation of 
Chinese political evolution is of the greatest 
value to all specialists in Chinese affairs. 

JAMES D. JORDAN 

Alexandria 


Virginia 


TURLEY, WILLIAM S. The Second Indochina 
War: A Short Political and Military 
History, 1954-1975. Pp. xvii, 234. Boul- 
der, CO: Westview Press, 1986. $24.95. 


William Turley’s account of the Vietnam 
war-—he touches only briefly on the wars in 
Cambodia and Laos—is comforting in its 
familiarity to those of us who lived through 
it, yet bracing in its freshness. Orthodoxy is 
not challenged, but rather qualified, and 
propaganda deftly dissipated with reference 
to recently available documents and Turley’s 
interviews with leading participants of both 
sides. The narrative is sober and briskly 
paced. 

However, engaged readers may find their 
passionately held beliefs dealt with rather 


too dispassionately. Academics might ask 


for more exegesis, particularly on whether 
and when Hanoi deliberately planned military 
actions primarily to influence decision makers 
in Washington rather than to demoralize the 
Southern regime or liberate a piece of 
territory. 

Turley finds the Southern insurgency 
demonstrably manned and led by the North 
although supported by some Southerners; 
the U.S. and Army of the Republic of 
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Vietnam military pacification efforts by and 
large successful if not very efficient; and the 
celebrated Tet Offensive a severe defeat 
acknowledged by the North that left the 
South stronger than it had been since the war 
began. The outcome of the war was never 
certain, but, equally, the narrowness, cor- 
ruption, and dependency of the Southern 


. elites in contrast to the determination and 


discipline of their Northern adversaries made 
it unlikely that continuing U.S. military aid 
could do more than stave off defeat year 
after year, which the American political 
system could not, and did not, tolerate. No 
surprises here; Turley steers to the mainstream 
with a steady hand, and the reader 1s drawn 
willingly in his wake. : 

Turley’s conclusion on the kadis of the’ 
war, and their price, is at once obvious and 
thought provoking, and the reader hopes 
Turley will in the future expand not only on 
the lessons for the United States today, but 
also for other challengers, other insurgents, 
and other client regimes. Nevertheless the 
book’s succinct narrative; footnotes, maps, 
chronology, and bibliographic essay make it 
a reliable and useful history and an admirable 
summary of a complex event. 

Turley is associate professor of political 
science at Southern Illinois University. 

STEVE HOADLEY 

University of Auckland 

New Zealand 
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BELOFF, NORA. Tito’s Flawed Legacy: 
Yugoslavia and the West since 1939. Pp. 
287. Boulder, CO: Westview Press, 1985. 
$23.00. 


TERZUOLO, ERIC R. Red Adriatic: The 
Communist Parties of Italy and Yugo- 
slavia. Pp. xi, 255. Boulder, CO: Westview 
Press, 1985. Paperbound, $21.50. 


Neither time nor documentation has 
brought consensus about Yugoslav socialism. 
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Atits best, Western scholarship captures the 
subjects’s complexity and ambiguity. Prog- 
noses about the regime remain tied to judg- 
ments about political authenticity. Did the 
wartime communist resistance forge an en- 
during multinational regims? How effectively 
can self-management ami nonalignment 
resolve Yugoslavia’s crisis o7 ideological iden- 
tity? These books suggest indirectly why the 
controversy is not likely to be resolved. Eric 
Terzuolo deals with the question of relations 
between Italian and Yugo:lav communists. 
Nora Beloff promises a “reassessment” of the 
entire Yugoslav communistexperience. Both 
authors devote more than kalf of their work 
to the period before Yugoslavia’s expulsion 
from the Cominform in 1948, and both have 
a good command of the sources. Neither 
author is entirely successfu.. 

Terzuolo’s narrative of interparty rela- 
tions ranges from delicate problems of post- 
war boundaries and the Slovenes in Italy 
through Togliatti’s “hesitancy” in supporting 
the Cominform Resolution, and the rise of 
communist polycentrism. One wishes for 
better attention to the impact of Yugoslav 
domestic developments in shaping attitudes 
toward the Italian Communist Party, but 
Terzuolo explains how shered interests of 
both parties toward the Soviet Union impel 
cooperation. Both parties needed autonomy 
as a precondition for ada>tation to their 
societies, and they responded to political 
imperatives from within trem. Many will 
find that the book offers a dimension to the 
image of Yugoslav political authenticity 
despite the relative emphasis on the Italian 
side, 

Nora Beloff offers a diferent image of 
Yugoslavia. Like all Marx-st regimes, the 
country lives an ignoble lie that runs from 
Tito’s efforts to keep Churchi.l and Roosevelt 
“seriously misinformed” abo.1t wartime con- 
ditions to the “pickled fadsehoods” still 
current in official Yugoslavia and the West. 
Instead of autonomy, the forzign position of 
the regime is one of double subordination, 
“underpinned ideologically bv the East and 
economically by the West.” Only the West is 
cheated. Some parts of this image are well 
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known, such as the shallow “partisan myth,” 
the massacre of noncommunist resistance 
forces, and the continuing abuse of human 
rights. The image nonetheless begs many 
questions. 

Would Belof=’s account be different if she 
had been better treated by the authorities? 
Why does criticism of Yugoslavia and its 
intellectuals erupt periodically from Mos- 
cow? Why do many Yugoslavs continue to 
express a strong preference for self-man- 
agement and ronalignment despite the 
regime’s abundant shortcomings? 

The books are reminders that Yugoslavia 
is a political anomaly that is obscured by 
anticommunist polemics as much as by the 
superficial platitudes of regime spokes- 
persons. Yugoslav and Italian communists 
have in fact transcended many of the dys- 
functions that attend Soviet Marxism, and 
in the judgment >f many, the programs are 
politically congruent with their societies. 
That is no guarantee of success, nor even 
relevance. In the 1980s, we are likely to see 
more, rather than less, of the conflicting 
images in these books as all political pre- 
scriptions—not the least those of communism— 
experience greater strain. 

ZACHERY T. IRWIN 

Pennsylvania State University 

University Park 


DIBB, PAUL. The Soviet Union: The Incom- 
plete Superpower. Pp. xxi, 293. Cham- 
paign: University of Illinois Press, 1986. 
$29.95, 

WHITING, KENNETH R. Soviet Air Power. 
Pp. xi, 264. Boulder, CO: Westview Press, 
1986. $28.50. 


Although there is no shortage of attempts 
to analyze the Soviet Union and to measure 
its actual power in the international arena, 
few of these achieve the fine balance 
that pervades Dibb’s study. Drawing on long 
experience in both academic work and intelli- 
gence analysis, he neatly avoids the pitfalls of 
methodological fanaticism and sheer impres- 
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sionism to produce a finely tuned assessment 
of Soviet strengths and weaknesses. In par- 
ticular, he remains consistently alive to di- 
vergences between actualities and the percep- 
tions of them that so often make Soviet 
conduct and pronouncements puzzling to 
outsiders. 

The book is divided into two main sections, 
one examining the domestic scene and the 
other, somewhat longer segment focusing on 
global aspirations, capabilities, and vulner- 
abilities. Interestingly, Dibb treats both the 
Soviet multinational state and its multina- 
tional empire under the domestic rubric, in 
effect reviving the distinction between For- 
eign Office and Colonial Office. There is, of 
course, some merit in treating the adminis- 
tration of a client-state system as a domestic 
problem analogous to the nationality problem 
within Soviet borders. Both involve much 
restiveness, and both have been mishandled 
by the Soviet regime. But by folding the two 
problems together, Dibb tends to understate 
the difference that sovereignty—conditional 
as it may be—still makes, and thus obscures 
the reasons why the empire is so much more 
fragile than the state. 

What is more important, however, is that 
he underscores the seriousness of both of 
these Soviet vulnerabilities, adding a tren- 
chant analysis of the economy’s poor per- 
formance to round out the portrayal of 
besetting domestic difficulties. He succeeds 
admirably in showing how troubled the 
Soviet leadership has to be, but without 
suggesting either that the maladies could 
- prove fatal or that such an outcome might be 
desirable. 


On the global plane, since his subject is’ 


the assessment of Soviet power, Dibb’s 
treatment focuses largely on military and 
strategic issues, secondarily on the Soviet 
Union’s position in the international economy. 
In common with most treatments of military 
calculations in the context of nuclear capa- 
bility, this section conveys an unsettling aura 
of artificiality, since we all know, as do the 
Soviet leaders, how fallible the assumptions 
of strategic planning would likely turn out in 
the event of a nuclear conflagration. Yet that 
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is in the nature of Dibb’s subject and, to his 
great credit, this portion of his analysis 
might serve as required reading for those 
Western officials and citizens who still rely 
on the stale formula of an evil empire bent on 
world conquest. Instead we see, under Dibb’s 
guidance, a gigantic state, whose power in 
the world is almost exclusively military, 
forced to maintain that power at the expense 
of a weak economy, the further stagnation of 
which would in turn threaten its military 
power, which, in any case, Dibb urges us not 
to exaggerate. That is what is meant by 
“incomplete superpower.” 

Whiting’s book might almost be seen as 
an extended footnote to Dibb’s assessment, 
an examination of Soviet military strength in 
the air. Filled with technical detail on aircraft, 
military organization, and strategic planning, 
this compendium probably would not count 
as recreational reading for most of us. But it 
brings a large quantity of data together in 
coherent form and is especially interesting in 
its placement of air power as a factor in each 
of the world areas where the Soviet Union 
seeks to exert a major influence. 

LYMAN H. LEGTERS 

University of Washington 

Seattle 


DOUGLAS, ROY. World Crisis and British 
Decline, 1929-1956. Pp. viti, 293. New 
York: St. Martin’s Press, 1986. $29.95. 


In 1929, the British Empire, comprising 
about a quarter of the globe and an equiva- 
lent percentage of the world’s population, 
exercised an influence of first standing in the 
counsels of international relations. Approx- 
imately 25 years later, in 1956, London was 
“ordered out” of Suez by the United States 
and, to a lesser extent, the USSR, confirming 
British decline from great-power status. 
What were the causes of that decline? Roy 
Douglas, a reader at the University of Surrey 
and author of several works on Britain, seeks 
to advance an answer in his World Crisis and 
British Decline. 
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He contends that, while a number of 
global crises contributed to the decline, those 
crises exhibit close causal relationship to the 
Great Depression. The latter, the argument 
goes, sponsored economic nationalism, which, 
in turn, induced policies such as the Smoot- 
Hawley tariffs in the United States, French 
financial pressures on Germany, and un- 
characteristic protectionism in the United 
Kingdom. The differential impacts of those 
policies varied from the movement toward 
autarky and unrest in various areas of the 
British Empire to expanded aggression by 
Japan and the rise of Hitler in Germany. The 
last development caused World War II and, 
with it, an unprecedented depleting of 
Britain’s material resources. Concomitantly, 
London became unable to replace an out- 
dated navy with the defense requirements of 
a nuclear age. 

Douglas identifies other factors contrib- 
uting to Britain’s decline: its retention of old 
industrial equipment as well as archaic atti- 
tudes toward labor and capital while, con- 
trastingly, other states were “building afresh 
to meet [the] requirements of the second half 
of the twentieth century.” Such factors, 
however, were collateral. 

The study is absorbing, but, to be persua- 
sive, needs to show more organic links 
between the Great Depression and the con- 
sequences that are claimed to have issued 
from it. Further, matters varying from labor 
unrest in the Caribbean to the impact of 
nationalist sentiments within the British 
Empire—especially India—and the rever- 
berating effect of the worst single military 
defeat—at “the hands of Asians”—in Singa- 
pore should be more thoroughly discussed. 

The work is dispassionate, well organized, 
and global in focus, thus tru_y reflecting the 
worldwide interests of the British Empire. 
While challenging the theses of many a 
scholar, the material remains accessible to 
the average reader; and scholars in global 
politics, international relations, or twentieth- 
century political history should find it very 
useful. 

WINSTON E. LANGLEY 

University of Massachusetts 

Boston 
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GILLINGHAM, JOHN R. Industry and Poli- 
tics in the Third Reich: Ruhr Coal, Hitler 
and Europe. Pp. xii, 183. New York: 
Columbia University Press, 1985. $20.00. 


WEBER, R.G.S. The German Student Corps 
in the Third Reich. Pp. xi, 209. New 
York: St. Martin’s Press, 1986. $27.50. 


In these well-researched, scholarly studies, 
Gillingham and Weber have examined two 
specific examples of the Nazi attempt to 
implement the policy of Gleichschaltung 
throughout German society. Their findings 
also further affirm the established conclusion 
that in many respects the Nazi regime was its 
own worst enemy, suffering from lack of 
direction, overlapping administrative bu- 
reaus, minimal planning, and lack of exper- 
tise. The organized disorganization that 
allowed all power to be kept in Hitler’s hands 
becomes evident. 

Both the Ruhr coal industry and the 
German student corps proved difficult, indeed 
impossible, to bring fully into line with the 
new Nazi order. Yet in both cases this was 
not due to any sense of ideological opposition 
to nazism or Nazi ambitions for Germany. 
Rather, it stemmed from a conservative 
resistance to change, a hostility toward Nazi 
attempts to alter traditional rights, privileges, 
or modes of operation. 

John Gillingham’s business history of the 
Ruhr collieries during the Nazi period pro- 
vides an example of an industry that refused 
to modernize. Failing to adjust to new moves 
into synthetics, it refused to respond to 
stimuli provided by the Nazi regime aimed at 
developing expanded production capabilities 
that would look beyond immediate market 
demand for coal and coke. When war broke 
out and demand for coal greatly increased, 
the mines were unable even to maintain 
existing production levels. 

Gillingham also discusses the tremendous 
impact, both direct and indirect, of the 
massive Allied bombing raids of 1943-44. 
Not only did they severely damage mines and 
transportation systems; they also engendered 
massive absenteeism and deterioration of 
morale, as miners sought new housing and 
minimal security for their bombed-out fam- 
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ilies. The use of recruited and conscripted 
foreign labor, as well as Russian prisoners of 
war, is discussed and evaluated, though 
mainly from a productivity viewpoint. 

Particularly useful is Gillingham’s exam- 
ination of the international agreements 
between coal producers in Belgium, the 
Netherlands, France, and Germany, both 
before-and during the war. In fact, the Nazi 
New Order in Europe broke down old bar- 
riers and allowed private firms and banks to 
organize international groupings and arrange- 
ments more easily than had been possible 
before. Gillingham asserts that it was assumed 
that many of these would remain permanent, 
whatever the outcome of the war. He 
demonstrates convincingly that the ultimate 
successful creation of the European Coal 
and Stee] Community was due in great part 
to a continuum of developments that can be 
traced back well into the pre-World War II 
period. 

R.G.S. Weber’s examination of the Nazi 
relationship with the famed dueling corps of 
the German universities, while providing 
much new information, is only a mixed 
success. Weber sketches a useful historical 
background of the German fencing fraterni- 
ties. But when he reaches the focal point of 
his study, he allows himself to become 
enmeshed in small details and a multitude of 
acronyms. There is also no consideration of 
the place of the fraternity federations in the 
larger university structure during the Nazi 
period, nor of the possible interrelationship 
between Nazi efforts to bring the student 
corps into line and concomitant attempts to 
Nazify the whole higher-education system. 

While most of the student federations 
eventually, if reluctantly, accepted Nazi 
control, one of the two largest federations, 
the Kosener Senioren-Conventen Verband 
(KSCV), remained actively hostile, and ulti- 
mately dissolved itself in October 1935 rather 
than accept Nazi regulations. In part the 
resistance stemmed from the KSCV histor- 
ical tradition of noninvolvement in politics, 
plus a reluctance to expel the handful of 
Jewish members of alumni chapters. But the 
major opposition was to Nazi attempts to do 
away with the traditional student honor code 
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and the dueling that resulted from it. In 
particular, there was bitter resentment at the 
banning of the Mensur, the obligatory fencing 
duel required of all candidates for member- 
ship in one of the fraternities. Possibly, all 
this justifies Weber’s conclusion that the 
student corps served as a breeding ground 
for development of anti-Nazi elements in 
Germany. Yet the evidence he presents indi- 
cates clearly that their opposition was mini- 
mally ideological; rather, it originated pri- 
marily from allegiance to a dueling tradition 
and an aristocratic honor code that in many 
ways engendered the elitist arrogance that 
helped make Nazi doctrines acceptable in 
Germany. The traditions and activities of the 
dueling fraternities, still alive in Germany 
today, are not ones that merit positive evalua- 
tion in terms of the values and attitudes most 
people regard highly. 
PAUL C. HELMREICH 

Wheaton College 

Norton 

Massachusetts 


GLOVER, MICHAEL. The Fight for the 
Channel Ports, Calais to Brest (1940): A 
Study in Confusion. Pp. xv, 269. Boulder, 
CO: Westview Press, 1985. $25.00. 


Michael Glover, with The Fight for the 
Channel Ports, continues his solid contribu- 
tion to the recording of British military 
history, a task he began in 1963 with Well- 
ington’s Peninsular Victories. Few people 
who study the events of World War II will 
ever forget the name Dunkirk, a French port 
where the British were forced to evacuate 
most of their expeditionary force (BEF) in 
May 1940. What is little known and what is 
the subject of The Fight for the Channel 
Ports is that for 18 days after Dunkirk, the 
BEF outside the Dunkirk perimeter retreated 
to wesiern France for evacuation from such 
ports as Calais, Le Havre, Cherbourg, and 
Brest. By 18 June, the Royal Navy had 
evacuated 144,171 men. More than 20,000 
remained on the Continent. 
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As one reads this amaz:ng and, at most 
times, very detailed account of how the 
British and French resisted the German 
onslaught, it becomes evidznt that the sce- 
nario for disaster was in place long before the 
Germans started their push through Belgium 
on 10 May. In fact, this dilemma was created 
when, during the BEF buildup in France in 
1939-40, the decision was made to place the 
BEF under French command. This led to 
critical national defense problems, con- 
fronting first Chamberlain and then his 
successor, Churchill. How long would Britain 
defend French soil, remembering at all times 
that once the Germans took the coastal areas 
in France, the Netherlands, and Belgium, 
they could use these for stazing air raids on 
Britain? Eventually the Luftwaffe operated 
from bases in all three countr.es. Nevertheless, 
Churchill, throughout May and June, strug- 
gled with a major political problem: at what 
stage could he make a strategic withdrawal, 
and still save face with the French, to save his 
troops and materials to fight war another 
day? Churchill understood that Britain could 
not sacrifice its men, its fighter command, or 
its bomber command for the sake of the 
French alone and was aware that once 
France had fallen,the Germéns were likely to 
invade Great Britain. 

Compounding this problem were key 
leadership changes. On 10 May, Churchill 
replaced Chamberlain as prime minister in 
Great Britain. On 20 May, French General 
Maxime Weygand replaced General Maurice 
Gamelin, the latter being relieved for incom- 
petence. So while the German panzer divisions 
under Generals Guderian and Rommel were 
bearing down from the east, the Allied 
military command and political structures 
were in disarray. 

If one wants a single thesis of The Fight 
for the Channel Ports, a passage in the 
epilogue so states: 


Had the B.E.F. been twice as [arge as it was in 
May, 1940, there would have been little he 
[Gamelin] could have done to alter the outcome of 
the campaign. By his faulty dispositions and the 
inadequacy of his command system, Gamelin had 
insured France’s defeat before the first German 
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soldier marched into the Ardennes [Editor's em- 
phasis]. Even the Germans who, by March, 1940, 
had appreciated man7 of Gamelin’s errors, were 
astonished by the ease and completeness of their 
victory. Had the Welemachi had any conception 
of what they were about to achieve they would 
have prepared plans, at least in outline, for the 
next stage of the wa-—a decisive blow against 
England. They had dcme nothing of the kind. 


One final point. I would encourage the 
reader to read the prologue, epilogue, then 
chapters 1 and 9, in that order, to receive a 
clear background foar the detailed account of 
the battles recorded within chapters 2 through 
8. Chapters 2 through 8 contain the detailed 
accounts of Dunkirk and its immediate 
aftermath. Glover Landles the interface be- 
tween battle reports and field maps better 
than most. However, constant reference to 
maps in the front of the book does have a 
minor disruptive anc distractive effect on the 
reader. l 

In conclusion, I found The Fight for the 
Channel Ports an ewe-inspiring book and 
suggest it be kept close at hand as an 
excellent military reerence book. __ 

RICHARD E. JOHE 

Winston-Salem 

North Carolina 
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ARNOLD, PERI E. Making the Managerial 
Presidency: Comprehensive Reorganiza- 
tion Planning, 1905-80. Pp. xiv, 374. 
Princeton, NJ: Princeton University Press, 
1986. $37.50. 


Studies of comprehensive reorganization 
of the executive branch of the national 
government are usually dry and tedious. Peri 
Arnold, however, has treated this subject 
with judicious balance and historical sweep 
and has raised significant questions about 
the value of such efforts. His chronological 
and analytical stud} about reorganization 
attempts even becomes engrossing when he 
examines the plans af Johnson, Nixon, and 
Carter. 
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Arnold traces his subject from the per- 
spective of public administration, political 
science, and politics. We follow the process 
from the efficiency/economy perspective of 
Taft to the policy analysis/ policy evaluation 
approach of the 1960s. 

The major lesson of this survey, which 
covers the period 1905-80, is that recurrent 
reorganization planning seeks a more effec- 
tive presidential management of the executive 
branch, even though different purposes and 
organization solutions are suggested. By the 
1970s, presidents tended to regard the burdens 
of managing the executive branch as insur- 
mountable---the tools were simply inadequate. 
The political pressures for decentralization 
have outweighed the effects of administrative 
reform. Reform has been initiated by both 
Congress and president; their perspectives 
and motives have varied. Nixon attempted 
to increase presidential influence in order to 
achieve greater policy control while Carter 
saw reorganization as a means of making 
government more understandable to ordinary 
citizens and more responsive to their needs. 
. Arnold traces comprehensive reorganiza- 
tion from Teddy Roosevelt through Carter. 
There were eleven major planning entities. 
Assessment of the goals, membership, organi- 
zation, and success or failure of each is 
provided. Sources include archival records, 
interviews, and the public record. 

Despite differences in their form and 
recommendations, there is a thread of continu- 
ity in reorganization. Johnson was not nota- 
bly more successful than Nixon in achieving 
his organizational changes. Reform plans 
are compared in terms of their public visi- 
bility—low to high—and independence of 
the president—low to high. 

Arnold not only meticulously describes 
the outcomes of reform; he also raises impor- 
tant questions with regard to the whole 
process: why does comprehensive reorga- 
nization planning occur so frequently, and 
what are the different formats that have been 
adopted? He provides a statistical exercise 
that compares reform efforts and the rate of 
change in government expenditure. Economy 
has not been a direct purpose of reform since 
1953. 
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Reorganization planning—such as that 


by Nixon and Johnson—has often been a. 


response to distrust of permanent govern- 
ment. Arnold finds that such planning viewed 
in terms of institutional and individual bene- 
fits does not fit the interplay of incentives 
and benefits present in the planning. Compre- 
hensive reorganization was a political project 
of extraordinary importance even though 
the recommendations were fought over and 
then ignored. None of the plans has enabled 
presidents to manage the executive branch 
fully. Hence the managerial conception of 
the presidency is untenable. The managerial 
presidency then becomes a trap, offering 
greater capacity and influence to presidents, 
but generating unrealistic expectations. This 
does not mean that presidents should aban- 
don such efforts, since administration is 
central to the modern presidency and to the 
implementation of policy. All in all, it is a 
fascinating exploration of one aspect of the 
paradoxes of presidential power. 
JAMES R. KERR 
Southern Illinois University 
Edwardsville 


AU, WILLIAM A. The Cross, the Flag, and the 
Bomb: American Catholics Debate War 
and Peace, 1960-1983. Pp. xvii, 278. West- 
port, CT: Greenwood Press, 1985. $29.95. 


William Au presents a detailed exposition 
of American Catholic thinking on war, 
focusing on the period from 1960 through 
the issuance of the bishops’ pastoral letter, 
“The Challenge of Peace: God’s Promise and 
Our Response,” in 1983. Au begins with a 
clear analysis of the state of the question in 
1960, showing the Catholic Association for 
International Peace (CAIP) and the Catholic 
Worker reflecting the polarities in Catholic 
thought. The CAIP represented the realist 
position, articulated by Reinhold Niebuhr, 
Hans Morgenthau, and Catholic thinkers 
such as John Courtney Murray, S.J., and 
William O’Brien. The Catholic Worker, 
principally Dorothy Day, embodied a pacifist 
position. Au sees the CAIP’s moral assess- 


~~. 


218 


ment of war as being defined within the 
framework of the necessity of thwarting 
communism. The Catholic Worker, which 
did not share that sense of the moral superi- 
ority of the West, opted for an absolute 
critique of the use of force. Au argues 
persuasively that it was “their differing 
judgements on the moral quelity of American 
society” that “constituted the major dividing 
line” in the Catholic debate on war and peace 
over the ensuing two decades. 

That debate grew more vigorous with 
America’s deepening involvement in Vietnam, 
followed by the burgeoning concern over 
nuclear weapons policy. Au carefully deline- 
ates the evolution of positions in this debate, 
concluding with a fine analysis of the emer- 
gence of the bishops’ pastoral through its 
various drafts. Au’s study documents, as 
well, the clear shift in Catholic thinking over 
this period away from the CAIP realist 
position to one much closer to the Catholic 
Worker perspective. 

Au’s focus is the realm of ideas: books, 
articles, and pastoral letters. Although he 
subtitles his work American Catholics Debate 
War and Peace, the American Catholics he 
deals with are bishops and priests, theolo- 
gians and political theoretic.ans. There is no 
attempt to assess how this quarter-century 
debate affected the masses of American 
Catholics. How was it incorporated in Church 
teaching; how, if at all, did tke perceptions of 
American Catholics shift? William Au has 
done a fine job of probing American Catholic 
debate on the issues of war and peace. What 
is needed is a companion work that assesses 
the impact of those ideas on that quarter of 
the American population that makes up the 
membership of the Catholic Church. 

JOHN O’SULLIVAN 

Florida Atlantic Univers:ty 

Boca Raton 


KOMER, ROBERT W. Bureaucracy at War: 
US Performance in the Vietnam Conflict. 
Pp. xviii, 174. Boulder, CO: Westview 
Press, 1986. $20.85. 
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KOLKO, GABRIEL. Anatomy of a War: 
Vietnam, the United States and the Mod- 
ern Historical Experience. Pp. xvi, 628. 
New York: Pantheon Books, 1985. No 
price. 


Both of these books are rooted in the 
events of the Vietnam war period in that 
their authors have undertaken subsequent 
research in order to develop and substantiate 
points of view that they acquired at the time: 
Komer was an official in charge of so-called 
pacification between 1966 and 1968 and later 
a RAND analyst; Kolko was an antiwar 
activist and leading critic of post-World War 
II American foreign policy. Inevitably their 
points of view are diametrically opposed, 
even though some of their criticisms of U.S. 
policies overlap. They also differ in the form 
of their approach, Komer adopting a political 
science approach whereas Kolko is above all 
a historian. 

Komer’s book belongs to the lessons-of- 
Vietnam school of writing, seeking to estab- 
lish a critique of American performance in 
Vietnam as opposed to analyzing the causes 
of involvement. Many of his observations 
are very perceptive—although by this stage 
not always original. But too often they hinge 
on the notion that Vietnam was atypical, 
which implies that in some other Asian 
country the American bureaucratic and mili- 
tary machine would have done better. This is 
open to question, as Kolko demonstrates. 
What is dangerous, in both cases, is the 
assumption that the eventual collapse of 
South Vietnam in 1974-75 was due primarily, 
if not entirely, to American mistakes in the 
1960s rather than to the failure of American 
will during the 1970s. Komer, more than 
Kolko, fails to trace the course of the actual 
fighting. In his eagerness to emphasize the 
value of pacification—when done properly— 
he fails to see that for much of the time the 
Vietnam war was, after all, a military 
conflict. 

By contrast, Kolko does pursue the stages 
of the conflict, analyzing each in its own 
terms. Some of the themes he explores are 
extremely interesting and pertinent—notably, 
the financial and economic dimensions of 
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U.S. policy and the dilemmas that arose 
from trying to prevent the Vietnam com- 
mitment from distorting American global 
strategy. In 1967-68, the gold war was prob- 
ably as important as events in Southeast 
Asia in determining President Johnson’s 
critical decisions of March 1968, and, for 


that matter, moreimportant than the antiwar _ 


movement to which Kolko belonged. Despite 
his sympathy with Hanoi, however, Kolko 
does not repeat the propaganda myths of the 
side he supported at the time; he offers a 
hard-hitting analysis of Hanoi’s avowed at- 
tempt to reunify Vietnam through whatever 
means were most appropriate during each 
phase. Nevertheless,\in the end Kolko is a 
Marxist-Leninist for whom the triumph of 
the revolution over imperialism was both 
inevitable and a good thing. Many who will 
gain from the perceptiveness of his analysis 
will find it difficult to accept his assessment 
of the ultimate significance of the war and his 
refusal to take seriously even the possibility 
that a substantial part of the population of 
Vietnarn-—or any other Third World country— 
might legitimately have preferred to live 
under a non-Communist regime indefinitely. 
R. B. SMITH 
University of London 
England 


POLLARD, ROBERT A. Economic Security 
and the Origins of the Cold War, 1945- 
1950. Pp. 378. New York: Columbia 
University Press, 1985. $32.50. 


Robert A. Pollard, formerly a research 
associate at the Woodrow Wilson Center 
and now with the United States Foreign 
Service, offers a fresh analysis of American 
foreign policy in the seminal five-year period 
following World War II. His carefully 
researched study focuses on the Truman 
administration’s determination to substitute 
traditional peacetime isolation for a vigorous 
plan to build a postwar world in which the 
mutual economic dependence of the indus- 
trial nations would militate against future 
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wars. It is the most balanced account yet of 
the American policy of economic security, a 
reasoned alternative to the revisionist histo- 
rians’ irterpretations that have dominated 
for nearly two decades. . 

After 1945, the United States enjoyed 
unparaleled economic power and accepted 
unprecedented responsibility for rebuilding 
the war-ravaged nations of Europe and Asia. 
Pollard illustrates that Harry S Truman, 
Dean Acheson, William L. Clayton, and 
other key leaders shared a common view that 
the causes of World War II lay with the 
autarkic, self-contained economic systems 
and ecanomic rivalries that led to depression 
during the 1930s. They sought to avoid 
similar conditions by encouraging a free 
trade system that would bind the industrial 
powers together as interdependent economies. 
This policy of economic interdependence, 
they believed, would bring prosperity and 
security not only to the United States but to 
the wozid. 

Pollard reviews the major American for- 
eign policy developments from the Bretton 
Woods Conference to the Korean War. He 
examines the Marshall Plan, the crises in 
Westem Europe and Germany, the recon- 
struction of Japan, the establishment of the 
North Atlantic Treaty Organization, and 
relations with the Soviet Union that led 
eventually to the policy of military contain- 
ment. In addition, he demonstrates that the 
economic security strategy was a success: the 
Marshall Plan did restore European produc- 
tion and facilitate political cooperation be- 
tween West Germany and its former enemies; 
Japan was reconstructed as a politically 
stable state the economy of which was linked 
to the Western democracies; and Western 
economic growth did make possible an en- 
during alliance between the United States, 
Japan, and most of Europe. It was only the 
1949 victory of the Communists in China 
and tke outbreak of the Korean War in 1950 
that ended the successful substitution of 
econcmic for military power to achieve 
American security interests. 

Revisionist scholars such as Joyce and 
Gabrel Kolko, William Appleman Williams, 
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Thomas G. Paterson, Fred L. Block, and 
others have emphasized that the Truman 
administration made extensive use of trade 
policy and foreign aid for political purposes, 
particularly to contain communism. Pollard 
generally agrees with their emphasis on the 
ideological and economic foundations of 
American foreign policy. He disagrees, how- 
ever, with those who argue that the United 
States sought to restructure zhe world simply 
so American business could trade and profit 
without restrictions and to preclude the Left 
from power. He emphasizes that American 
foreign policy objectives were not necessarily 
achieved at the expense of other countries 
and that the United States did not oppose 
only the Left; the Truman administration 
opposed all forms of economic nationalism, 
moving as vigorously against commercial 
discrimination by the British as by the So- 
viets. Pollard finds that American leaders 
were willing to sacrifice short-term national 
advantage to long-term gains in stability and 
security. Their policy of economic security 
certainly aided American capitalism, but it 
was not designed for that narrow purpose. It 
was designed to foster global prosperity and, 
thereby, to promote United States security. 

This is a balanced, thoughtful study. It 
makes a convincing case that the Truman 
administration was more successful than any 
subsequent administration in executing for- 
eign economic policy. Pollard demonstrates 
that the postwar leaders were correct in their 
view that the foundation of American security 
is a healthy and interdependent world econ- 
omy. Conditions have changed since the 
1940s, of course, and the United States no 
longer has the economic dominance that it 
had in 1945-50. Nonetheless, we must not 
undervalue the role of economic interdepen- 
dence in upholding the Western alliance and 
American national security. In this regard, 
Pollard sees today’s challenge as being less 
from the Soviet military than from internal 
economic ills among the Western nations. 

ROBERT DETWEILER 
California State University 
San Bernardino 
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SMOLLA, RODNEYA. Suing the Press: Libel, 
the Media, & Power. Pp. viii, 277. New 
York: Oxford Jniversity Press, 1986. 
$18.95. 


Smolla’s book capitalizes on the public 
interest in libel law sparked by Carol Burnett, 
Ariel Sharon, William Westmoreland, and 
other political and entertainment luminaries 
who have recently sursued well-publicized 
cases against the press. This focus on celebrity 
plaintiffs is at once a strength and a weakness: 
it enables Smolla to illustrate developments 
in libel law by expLcating dramatic, inher- 
ently interesting cases; however, it also leaves 
one wondering whether the book paints a 
representative picture of libel litigation 
today. 

Smolla links his selection of cases—most 
dealing with libel, but with some on obscen- 
ity and privacy——by arguing that they show 
how cultural changes underlie shifts in libel 
law. New York Times v. Sullivan, which 
required public officials to prove actual 
malice, was an offskoot of and stimulus to 
1960s’ activism; recent Supreme Court deci- 
sions and the spate of suits by business 
leaders and others against the press under- 
score concern about protecting reputations 
and reining in runaway media. One bit of 
telling evidence Smola notes is the frequency 
with which juries misunderstand or ignore 
the high standard of the actual malice rule 
and find against media defendants. Despite 
the plausible connec-ion that exists between 
cultural milieu and aati-media litigation, the 
book could profit from more thorough at- 
tention to the histcry of press practices, 
popular reaction to them, and the course of 
libel law. Along these lines, Protecting the 
Best Men: An Interpretive History of the 
Law of Libel by Norman L. Rosenberg, 
which appeared at about the same time as 
Smolla’s book, provides a more satisfying 
historical foundation. 

Although Smolla devotes much space to 
the colorful facts of well-known libel cases, 
he carefully weaves in his analysis of key 
legal developments. A seeming retreat from 
the actual malice dactrine has altered the 
balance between pro-ecting reputation and 
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promoting uninhibited discussion. One up- 
shot is that plaintiffs now use libel suits for 
disputes that cannot be resolved by litiga- 
tion, Smolla laments. Such cases as West- 
moreland v. CBS, Sharon v. Time, and 
William Tavoulareas v. Washington Post 
involved clashes of ideology and interpreta- 
tion more than disputes about facts. Com- 
pounding the problem for the press is the 
scrutiny of news-production practices that 
litigation brings. Few news organizations 
emerge unscathed from the rigorous dis- 
covery process that accompanies most suits, 
and, unfortunately, many journalists resort 
to arrogant proclamations about freedom of 
the press to justify their actions. Given 
popular attitudes toward the press, Smolla 
observes, media self-righteousness backfires 
in jury decisions. ` 

Smolla’s decision to focus on suits brought 
by well-known plaintiffs makes for engaging 
reading and provides ample opportunity to 
develop his ideas about the state of libel law. 
Unfortunately, this emphasis prevents the 
book from providing a complete view of libel 
law today. Smolia notes the work of the 
Libel Defense Resource Center and Stanford 
law professor Marc Franklin in tracking 
nationwide trends in litigation, but he dis- 
cusses it only in passing. More attention to 
run-of-the-mill libel suits would show how 
cases involving prominent plaintiffs have 
affected developments everywhere—if indeed 
they have, as Smolla suggests. Suing the 
Press, therefore, provides a lively, though 
not perfectly balanced, status report on libel 
and related media law. 

RICHARD B, KIELBOWICZ 
University of Washington 
Seattle 


WILSON, CHRISTOPHER P. The Labor of 
Words: Literary Professionalism in the 
Progressive Era. Pp. xviii, 239. Athens: 
University of Georgia Press, 1985. $24.00. 


In The Labor of Words, Christopher P. 
Wilson examines the rise of journalism as a 
profession during the Progressive Era in the 
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United States. His main interest is in a 
cultural analysis of the new values and social 
structures that journalism both reflected and 
created. The effect of the market economy at 
the end of the nineteenth century turned a 
genteel, elite,. literary, and personalized 
occupation into an organized, mass-oriented, 
editor-dominated system of specialized rou- 
tine, with higher pay and status. Newspaper, 
magazine, and book writers were faced with 
new roles in a new structure. 

One of the very good things about Wilson’s 
book is his ability to connect systemwide > 
contradictions and individual ambiguities. 
The first four chapters describe the larger 


‘structural changes in journalistic publishing, 


and the last four present case studies of four 
popular writers of the day, each of whom 
contend with these changes in particular yet 
patterned ways. 

‘The new power of publishers and editors 
to dominate the writing process through 
office organization and assignment meant 
control both of subject and of style—“popu- 
lar naturalism.” In the name of independence 
from party politics and of democratic service 
control both of subject and of style—popular 
to a mass readership, men such as S. S. 
McClure, William Randolph Hearst, and 
Frank Doubleday created a system that 
seemed to promise writers independence and 
a position from which to change society but 
in fact absorbed both the writers and their 
products in new and more thorough ways. 

The new system Wilson describes is the 
context for his closer look at the careers of 
Jack London, Upton Sinclair, David Graham 
Phillips, and Lincoln Steffens. In each case, 
the writer’s idiosyncratic conception of his 
role evolved, was modified, and finally 
clashed with the new work system and its 
ethos of professionalism. For each the result 
was a painful recognition that he was part of 
the very system he aimed to change. 

Wilson is most effective when he is writing 
about the interplay between economic forces, 
social structures, and personal desires and 
values, as in his analysis of Sinclair’s The 
Jungle, where editorial control, rhetorical 
strategies, and packaging are sorted out with 
shrewdness and discrimination. 
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Less successful are Wilsoa’s comments on 
style, specifically naturalism. Despite numer- 
ous generalizations, there is little careful 
analysis of tone and language worthy of the 
level of the book’s other arguments. When 
Wilson remarks, to pick out one example, 
that “reporting, in turn, set the tone for other 
writers,” we need to know exactly what the 
tone was and to see the influence at work. 
Yet when we turn to the particular writers in 
the latter half of the book, the discussion of 
style is short, rather obvious, and never 
carefully tied to the earlier generalities. 

Wilson’s own writing is serviceable but 
given to dissertation mannerisms. Also, the 
general reader will occasionally wish that 
dates were more often provided as we jump 
from the early chapters to the later ones. 
Overall, though, Wilson’s book is worth 
reading by the nonspecialist as it traces the 
beginnings of a system that, later extended 
through radio and television. now affects us 
all. 


TOM SCANLAN 
University of Minnesota 
St. Paul 
SOCIOLOGY 


DANZIGER, SHELDON H. and DANIEL H. 
WEINBERG, eds. Fighting Poverty: What 
Works and What Doesn't. Pp. vit, 418. 
Cambridge, MA: Harvard University 
Press, 1986. $27.50. 


ROCHEFORT, DAVID A. American Social 
Welfare Policy: Dynamics cf Formulation 
and Change. Pp. xii, 206. Boulder, CO: 
Westview Press, 1986. Paperbound, 
$22.00, 


Assessing the dramatic growth in gov- 
ernmental efforts to ameliorate poverty in 
the United States during th2 last twenty 
years is the focus of these two very different 
volumes. That this trend has been checked to 
some degree in recent years underscores the 
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need to undertake the kind of evaluation to 
which these works contribute. 

Fighting Poverty is a meaty anthology 
that includes essays by many well-known 
social scientists who study the economics, 
politics, and sociology of American poverty, 
including such individuals as Robert Have- 
man, Nathan Glazer, Christopher Jencks, 
Hugh Heclo, and others. The collection 
resulted from a 1984 conference that assessed 
the anti-poverty efforts of the last twenty 
years. Though wide n scope, this volume is 
surprisingly well focused on some central 
themes to which the essays build in a logical 
and constructive manner—unlike so many 
conference editions >f this kind. Together 
with the uniformly kigh quality of the con- 
tributions, these feazures make this a fine 
work for a broad audience. 

The diversity of the topics and findings in 
this volume preclude simple synthesis. Sec- 
tions examine the economic, political, and 
social effects of an-i-poverty efforts, the 
consequences of economic growth and busi- 
ness cycles for the pocr, the politics of policy 
changes, and other questions that are central 
to evaluating what kas happened. A most 
interesting finding is that the huge post- 
1960s effort has achieved much in amelio- 
rating poverty, particularly for certain groups— 
like the elderly and poor whites—without 
imposing very significant social costs—such 
as breaking up familes—or reducing indi- 
vidual incentives for self-help. Fighting Pov- 
erty can only be faulted for limited imagina- 
tion; it fails to consider what policies and 
circumstances might kave made greater dif- 
ferences compared ta what was found and 
offers as reform what many would judge to 
be tepid fine-tuning o? extant programs. 

Rochefort’s American Social Welfare 
Policy focuses on assessing the role of social 
perceptions in shaping different kinds of 
social welfare programs since the New Fron- 
tier. Attempting to correct what he regards 
as the determinism of the “progressive” and 
Marxist explanations for the development of 
social welfare policy, he probes cases of 
major legislation in m2ntal health, old age, 
and welfare reform from a “social images” 
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perspective. His findings, which are similar 
in many respects to Heclo’s in the other 
volume, point to the overwhelming impor- 
tance of a political consensus in making 
social policy changes possible; further, the 
differences in “social images” that different 
recipient groups have in popular opinion 
powerfully influence chances for success in 
the legislative process. Though this work 
- undeniably points to an important source of 
constraint in welfare politics, Rochefort’s 
theoretical approach is too ambiguous to 
make much sense of it; his theory does not 
relate it to other factors and becomes tangled 
in problems of cause and effect. 
PAUL KANTOR 

Fordham University 

Bronx 

New York 


HAMILTON, RICHARD F. and JAMES D. 
WRIGHT. The State of the Masses. Pp. 
xii, 470. New York: Aldine, 1986. $39.95. 
Paperbound, $18.95. 


Hamilton and Wright have studied the 
results of surveys on how happy and satisfied 
people in the United States said they were 
during the 1970s. Even if trendy academics 
during the 1970s spoke of the greening of 
America or thought that factory work made 
people very unhappy with their lives, the 
people themselves always stated that they 
were quite satisfied with their work and were 
happy personally. The state of the masses 
during the 1970s can best be described as 
very happy. 

From time to time the Gallup poll does 
show that the public changes its list of 
concerns. Hamilton and Wright point out 
that this is an artifact of the methodology 
and that underlying moods remain constant. 
Even though the 1970s was a period of 
stagflation with many segments of the popu- 
lation losing the battle with inflation, none 
of this affected how happy people were. Even 
a decline in the standard of living is not 
correlated with a sense of happiness. If there 


223 


is one major conclusion of this book it is that 
the state of the economy is not correlated 
with life satisfaction. Neither is race, gender, 
occupation, education, or total family mcome. 
Hamilton and Wright think that people are 
really satisfied with marriage and the family, 
since the divorced usually remarry. 

During the 1970s the United States was 
supposed to be moving into a postmaterialist 
or postindustrialist society. This viewpoint 
came about, we are told, from too many 
nights spent at the dining halls of Yale and 
too few hours talking to the masses. Tradi- 
tional goals and concerns dominated through- 
out the period. Hamilton and Wright even 
feel that leaders who grasp this concept 
would be likely to be elected. They stop short 
of stating that Ronald Reagan owes his 
presidency to his understanding of the true 
state of the masses. 

Are the masses really quietly happy, with 
no real concerns? Will economic issues never 
affect how happy people say they are? When 
the comedian Jimmy Durante started his act 
by asking the audience, “Is everybody 
happy?” the audience always yelled back, 
“Yes.” Maybe Jimmy Durante believed that. 
Perhaps Hamilton and Wright would also. 

GEORGE H. CONKLIN 

North Carolina Central University 

Durham 


TODD, EMMANUEL. The Explanation of 
Ideology. Pp. ix, 230. New York: Basil 
Blackwell, 1985. $24.95. 


KAPLAN, MARION A., ed. The Marriage 
Bargain: Women and Dowries in Euro- 
pean History. Pp. xi, 182. New York: 
Institute for Research in History and 
Haworth Press, 1984. $22.95. 


Emmanuel Todd is a research fellow at 
the Institut national d’études demograph- 
iques, Paris. Todd argues that world varia- 
tions in social ideology and beliefs are 
conditioned by family structure. He analyzes 
the distribution of family forms throughout 
the world and examines the relations between 
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particular structures and, for example, reli- 
gious values, communism, totalitarianism, 
and social democracy. He also discusses the 
links between these forms and a variety of 
social phenomena: illegitimacy, suicide, 
infanticide, marital stability, equality between 
the sexes, and inheritance laws. The hypoth- 
esis of the book is that “the ideological 
system is everywhere the intellectual embodi- 
ment of family structure. ... One ideological 
category and only one corresponds to each 
family type.” 

This book suffers the problem of any 
reductionist theory, that is, how to squeeze 
into the theory the parts that will not fit! 
Todd is not much disturbed by such problems, 
however. Unfortunately for Todd, there are 
many exceptions to his theory. His explana- 
tions are ingenious but not convincing. When 
the theory does not fit, the British Labour 
Party is fit into the Latin side. When, for 
example, social indicators zre not available 
for suicide rates in the Soviet Union, he uses 
other data to suggest information that fits 
into his theory. When information is not 
available on Ethiopia, the information on 
Sudan will do. 

He discusses infanticide, age at marriage, 
the role of women, literacy, suicide rates, 
religious practices, and education. Undoubt- 
edly some of this is related to family structure. 
But is family structure shaped by other 
factors? Perhaps family siructure shapes 
these? Unfortunately, Todd’s claim is much 
grander. He does discuss the role of regional 
conflicts, the church, the political party, and 
ethnic variations, but all such factors are 
reduced to what he calls an anthropological 
base. He is never clear on waat he means by 
this term. Surely anthropolagy encompasses 
more than Todd’s theories. Todd asserts that 
family structure shapes and explains all of 
social reality. He never attempts to prove the 
direction of that relationship. He asserts, but 
does not demonstrate, that jamily structure 
causes variations in religious values and 
economic belief; that family structure causes 
regional conflicts and ethnic variations. I 
would not attempt to advise him on how he 
could prove such relationships; but he does 


assume—incorrectly—that he has done so. 

Such oversimplifications are inevitable in 
a book that wishes to explain the entire 
world on the basis of one theory. The basic 
premise here is seriously flawed. All com- 
plexities are reduced. Why did Christianity 
fragment while Islam did not? Family struc- 
ture is the explanation—of course. Why has 
the black family system suffered in the 
United States? His explanation is polygamy 
practices in Africa. 

Todd does provide some interesting in- 
sights. I found his analysis of the difference 
between Arab and other forms of socialism 
worthy of serious consideration. Possibly 
individualist values shape—or limit—polit- 
ical life. Probably such values are related to 
family structure. If he had made this kind of 
argument, and avoided overstatements, he 
would have made a valuable contribution to 
an understanding of the role of family struc- 
ture in shaping political and economic 
ideology. 

Todd is an anthropologist, while I am a 
political theorist. This book review offers an 
illustration of the strengths and weaknesses 
of cross-disciplinary analysis. I am not as 
concerned with differing family structures as 
is Todd. I am, however, very concerned 
about the shallowness of his definitions of 
politics, democracy, liberty, and equality. As 
Todd explains in his conclusion, his goal is to 
attack any beliefs in religious or political 
truth. Politics is a dream. History is mean- 
ingless. What he claims that he values is a 
high degree of tolerance and a measure of 
skepticism. What I see in the book is a very 
ideological diatribe against any values that 
do not conform to the values of Western 
European liberal democracies. 

The Marriage Bargain: Women and 
Dowries in European History is a short 
volume of essays, edited by Marion Kaplan 
of the Institute for Research in History. The 
book discusses the dowry in Mediterranean 
Europe, thirteenth-century Siena, late nine- 
teenth-century Sicily, among the Jews in 
imperial Germany, and in modern Greece. 

The general theme involves the relation- 
ship between the dowry and women’s position 
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in society. The book demonstrates the impor- 
tance of linking economics and politics to 
views of sexuality, marriage, and the role of 
women. The roles of kin, real property, and 
money are also linked to love, sex, and 
marriage. 

The dowry has been a payment made by 
the bride’s family in cash, goods, or property 
to the groom. The dowry was the most 
significant factor in a young woman’s mar- 
riageability and, hence, the most significant 
factor affecting her future. The authors in 
this volume demonstrate how, through the 
dowry, the political, economic, and social 
determinants that limited women’s position 
are revealed. Studies of the dowry address 
issues of women’s status, their roles in the 
family, the family economy, and the economy 
at large. Such studies force us to ask questions 
about women’s power and autonomy: about 
women’s relationships to parents, husbands, 
and their children, and about women’s—and 
men’s—-marriage and fertility patterns. 

Feminist political scientists are continually 
urging that an adequate understanding of 
the public must be enlarged to consider 
family life in an analysis of political life. The 
traditional liberal distinction between private 
and public might still be useful in political 
analysis; perhaps not everything that is per- 
sonal is political. Nonetheless, while Todd 
seems to have seriously overstated his case, 
both books provide valuable evidence of the 
importance of family in any discussion of 
politics. 

MARY LOU KENDRIGAN 

Lansing Community College 

Michigan 


TOMLINS, CHRISTOPHER L. The State and 
the Unions: Labor Relations, Law, and 
the Organized Labor Movement in Amer- 
ica, 1880-1960. Pp. xvii, 348. New York: 
Cambridge University Press, 1985. $39.50. 
Paperbound, $12.95. 


CHAISON, GARY N. When Unions Merge. 
Pp. xiii, 186. Lexington, MA: D.C. Heath, 
1986. $24.00. 
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These books were read following the 


‘bankruptcy of LTV Corporation and during 


the strike at USX. In the context of the 
irrefutable decline in union membership and 
the demise of our smokestack industries, 
these two books make valuable contributions 
to understanding how we got where we are. 
Christopher L. Tomlins’s State and the 
Unions takes a broad view of unionism, its 
birth, its growth, and its retrenchment. In 
When Unions Merge, Gary Chaison closely .- 
examines one aspect of unionism—the mer- 
ger of unions—to provide us with a clearer 
understanding of how a changing technology 
and a changed economy have affected unions, 
and how changes in unions may affect us. 

Tomlins’s book is divided into three parts. 
Part 1 scopes out the changes wrought by the 
Industrial Revolution, specifically the post- 
Civil War period, which saw the emergence 
of large manufacturing enterprises. Part 2 
discusses the emergence of “industrial plural- 
ism” during the 1930s and 1940s, character- 
ized by Franklin Roosevelt’s New Deal poli- 
cies, especially the National Labor Relations 
Act and the National Labor Relations Board. 
Part 3 analyzes the shift in emphasis prior to 
World War II from encouraging the growth 
of unions to postwar efforts to create a 
balance under the Taft-Hartley Act between 
the interests of employers and those of 
unions, and to establish a bill of rights for 
employees who owed allegiance to the unions 
and the employers. 

The State and the Unions focuses on the 
premise of industrial pluralism—that the 
powers and the players in our capitalistic 
society are so numerous and diverse that 
change occurs by consensus, rather than via 
one governing entity or philosophy. Tomlins 
regards this premise as false. The state—that 
is, the federal government and its admin- 
istrative bodies—-interacts with employers 
and -unions in such a way, according to 
Tomlins, that one of the two adversaries 
must invariably be the loser. Although indus- 
trial pluralism argues that management and 
labor do not always have mutually exclusive 
interests, state intervention may tip the scales 
in favor of one side, according to Tomlins. 
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He cites government actions, legislation, and 
court decisions that tipped the scales in favor 
of organized labor during the 1930s and 
1940s, and those same state entities acting in 
favor of management in more recent years. 
The concept is not without appeal. 

Understandably, Tomlins observes, unions 
are reluctant to admit that “in building their 
future on industrial pluraism, they have 
built their future on sand.” He concludes 
that American workers hav2 only been able 
to obtain a “counterfeit liberty” by working 
through the state and that they must use their 
own initiative to create the world they desire. 

Tomlins’s book covers a broad history 
and a vast expanse of labor relations law. My 
one criticism of his premise concerning the 
falsity of industrial pluralism is that he may 
have overlooked the self-correcting nature of 
so complex a mechanism. The oil embargo 
of 1973-74 illustrated that high prices could 
make alternative energy sources viable. Sim- 
ilarly, overpaid union workers priced them- 
selves and their industries ou- of business, by 
making foreign imports and automated, 
robot-run manufacturing p.ants economi- 
cally feasible. Of course, poor management 
practices had a part to play, but the unions 
became the ultimate victims of industrial 
pluralism. The economy will eventually 
straighten itself out, and a growth in union- 
ized workers in the service industries is 
foreseeable. But to say that industrial plural- 
ism is false is to ignore the myriad factors 
that led to the decline of unions and our 
heavy industries. 

Gary Chaison’s When Urions Merge is 
much narrower in scope. His smphasis is on 
the causes and effects of mergers between 
national unions. He provides a historical 
overview of such mergers from 1890 through 
1984, including the emergence of the large 
labor federations. In devising a model of the 
union merger process, he stresses that mer- 
ger is not an incident, but £ process that 
happens over a period of time. Chaison 
provides a realistic look at the obstacles to 
merger that range from negotiations, to 
internal and external opposition, to institu- 
tional differences. 
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Chaison acknowledges the changes that 
have occurred in the 1980s, with concession 
bargaining, two-tiered wage systems, and the 
precipitous drop in strike activity. Neverthe- 
less, he seems to adopt Tomlins’s philosophy 
that greater union foresight, creativity, and 
activism will assist unions in getting out of 
the doldrums. What has in fact happened is a 
technological revolution that has significantly 
and irrevocably changed our manpower 
needs. No amount of membership innova- 
tion will revive unions if a large percentage of 
members cannot find work. 

Chaison correctly perceives the rise of 
mergers both as growth strategies and as 
predatory moves. Such raiding tactics have 
occurred in the past, but the potential for 
large-scale abuse becomes more likely in his 
prediction. This aspect of the book hints at a 
chilling future for the unions. I would have 
preferred more discussion of this issue. Per- 
haps Chaison is already in the process of 
writing his next book along these lines. 

Both Tomlins’s and Chaison’s books are 
well written and researched. I found them 
enlightening and educational. They are val- 
uable in what they present, and provocative 
in what they intimate. They are recommended 
reading for the serious student of labor 
relations, : 

JOSEPH E. KALET 

Bureau of National Affairs, Inc. 

Washington, D.C. 
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AKIN, JOHN S., CHARLES C. GRIFFIN, 
DAVID K. GUILKEY, and BARRY M. 
POPKIN. The Demand for Primary Health 
Services in the Third World. Pp. xiv, 252. 
Totowa, NJ: Rowman & Allanheld, 1985. 
$35.00. 


This book aims at a “comprehensive 
description and analysis of the use of pri- 
mary health care services in the Third World.” 
The authors, three economists and a nutri- 
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tionist, want to provide information that 
may be helpful to policymaking. After a brief 
introduction, they proceed with an overview 
of existing knowledge on health care utiliza- 
tion in Third World countries. This survey, 
presented in chapter 2, stresses the coexis- 
tence side-by-side of traditional and modern 
practices, which are adopted depending on 
the nature and severity of illness. Akin, 
Griffin, Guilkey, and Popkin note also the 
importance of self-treatment and the signifi- 
cant role of sellers of pharmaceuticals as a 
source of medical advice. Chapter 3 dis- 
cusses the determinants of the health care 
patterns, using an organizational framework 
derived from economic demand theory. The 
emphasis is consequently on economic dimen- 
sions, such as prices and incomes, and the 
behavioral motivation is assumed to be 
rational maximization of benefits. Although 
this approach may not be completely con- 
vincing to medical sociologists and anthro- 
pologists, it has the advantage of focusing on 
variables that can be quantitatively modeled 
and that are relevant for policymaking. 
Another advantage is to demonstrate how 
much of the noneconomic information can 
be incorporated into the demand theory 
framework, although admittedly some knowl- 
edge becomes lost in the process. 

The formal modeling of the demand for 
health care is the subject of chapter 4, where 
various mathematical models, starting from 
rather simple and proceeding to more elabo- 
rate ones, are presented. The discussion 
includes an introduction to statistical esti- 
mation problems, but it is kept at a fairly 
nontechnical ievel. In chapter 5 the authors 
show how theoretical demand models may 
be used to analyze health care consumption 
in a specific Third World context. The area 
studied, the Bicol region of the Philippines, 
was presumably selected because the neces- 
sary data had apparently been generated in 
connection with economic development proj- 
ects. In deference to the general reader, Akin 
and his coauthors relegate the technical 
aspects of the models and the detailed statis- 
tical estimations to separate appendixes. The 
most important conclusion drawn from the 
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analysis of the Bicol case is that economic 
variables explain very little of the prevailing 
pattern of health care usage. The importance 
of this negative finding is that, within the 
prevailing range of prices, low income is not 
a barrier to health care access in the region. 
The most important factors affecting the 
choice of care seem to be seriousness of 
illness and perceived quality of care. One 
might argue therefore that economic models 
are not well suited to explain health care 
behavior in the Third World. Nevertheless, 
these models are useful to the extent that 
they deal with variables that are under the 
control of policymakers and administrators. 
For instance, Akin, Griffin, Guilkey, and 
Popkin are able to argue that since user fees 
are not a barrier to health care, as is widely 
assumed, they may be the means to make 
available higher quality care within given 
budgetary limitations. This view reflects a 
certain free-market bias in the book, but 
it may be seen simply as hard-headed 
budgeting. 
GASTON V. RIMLINGER 

Rice University 

Houston 

Texas 


ANDERSON, JAMES E. and JARED E. HAZ- 
LETON. Managing Macroeconomic Pol- 
icy: The Johnson Presidency. Pp. xii, 
285. Austin: University of Texas Press, 
1986. No price. 


As Anderson and Hazleton state, the 
objective of their research was not to analyze 
the success or failure of the macroeconomic 
policies of the Johnson administration, but 
to discuss the management of institutions 
and the development of macroeconomic 
policies. They held steadfast to that objec- , 
tive. Information for their study came mainly 
from the texts of interviews and memoranda 
from the cast of players who infiuenced 
macroeconomic policies during the Johnson 
era. 
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The format of the book is straightforward 
and systematic. There are two introductory 
chapters devoted mainly to presidential 
responsibility and to the style of President 
Johnson. The substance of the work consists 
of four chapters on the management of 
fiscal, monetary, wage-price, and foreign 
economic policy. These chapters describe the 
principle institutions and organizations, 
along with the relevant personnel, that imple- 
mented policies in those fields. 

For example, there is an explanation of 
the structure of the Federal Reserve System 
and why that organization is independent of 
the executive and legislative branches of 
government after appointments have been 
recommended by the president and approved 
by the Congress. After descriptions of Presi- 
dent Johnson’s appointmen‘s to the Board 
of Governors of the Federal Reserve System, 
Anderson and Hazleton correctly explain 
that coordination of monetary and fiscal 
policies is usually that of persuasion by the 
president and members of various executive 
agencies, and to a lesser extent persuasion by 
members of Congress. Anderson and Hazle- 
ton also correctly note that congressional 
concern about monetary pclicy rises with 
interest rates because short-run political 
interest in monetary policy is linked to the 
performance of the economy. 

Anderson and Hazleton present little or 
no empirical information about changes in 
government spending, the money supply, 
interest rates, or unemployment over the 
course of the Vietnam war. I believe that if 
data had been provided, that information 
would have helped to explain the great 
difficulty in coordinating monetary and fis- 
cal policies. 

The chapter on wage-price policy and the 
operation of guideposts is exceptionally good. 
Although Anderson and Hazleton admit 
that the guideposts were not very effective, 
they outline three enforcement techniques 
used by the Johnson administration to con- 
tain price and wage increases. The first 
consisted of intangible techniques, such as 
telegrams from Johnson to business and 
labor leaders. The second comprised the 


tangible techniques, including such policies 
as disposing of stockpiles and raising import 
control levels. Finally, there was government 
symbolism; the most notable of this type of 
technique was to keep government wage 
increases in line with those in the private 
sector. 

There is little doubt that Anderson and 
Hazleton deliberately wrote the book for 
historians and other social scientists without 
formal academic training in economic theory. 

MARY A. HOLMAN 

George Washington University 

Washington, D.C. 


CORNES, RICHARD and TODD SANDLER. 
The Theory of Externalities, Public 
Goods, and Club Goods. Pp. xii, 303. 
New York: Cambridge University Press, 
1986. No price. 


Most contemporary economic analysis 
focuses on private goods. These are com- 
modities that we buy, if we can afford them, 
when we want or think we need them, the 
stock of which we reduce when we purchase 
them, and that we use up when we consume 
them. We pay for their production when we 
buy them, we cannot in general get them 
without paying, and we ourselves get the 
benefits of consuming them. They include 
shirts and ties, videocassette recorders and 
microcomputers, sandwiches, and apart- 
ments. Arguably, most commodities are of 
this sort. But many are not. 

We share golf courses, turnpikes, and 
hospitals. We share ownership of corpora- 
tions; we share risk through insurance poli- 
cies. Some clubs we enter voluntarily, like 
stamp and chess clubs, swimming and tennis 
clubs, and blood banks, and some we are 
forced to enter. But whether we pay the fee 
voluntarily or are taxed for our local elemen- 
tary schools, these clubs all have character- 
istics in common. They all give us, in 
exchange for the fee we pay, a share in 
something, not the whole thing. We are 
allocated by time, place or intensity a right to 
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use partially, but not to use up and, in 
general, not to alienate what it is we share. At 
base we share things either because the 
sharing itself is useful or because we feel we 
cannot individually afford the price of buying 
one for ourselves alone. The vast majority of 
commodities are either private or shared, but 
not all. Arguably, some of the most impor- 
tant are neither. 

There are things we produce of which we 
each get everything that is produced. Physics 
is an example. It is certainly something we 
produce, and to produce it costs a lot. 
Physical knowledge is economically impor- 
tant as an input to the production of other 
things and, to some people at least, as an 
item of enjoyable consumption itself. Phys- 
ics, however, does not have to be shared out 
among its consumers. Each one can have as 
much as is produced. Scientific knowledge in 
general is of this form, as is much of what we 
call the arts. Beethoven need not write the 
Ninth twice for two of us each to consume 
the whole thing. Radio signals and naviga- 


tional beacons are similar. Each receiver can - 


` have the entire program or the entire warning 
without in any way reducing the amount 
available to any other receiver. These goods 
are public in a way private and shared goods 
are not and cannot be. 

Cornes and Sandler have each devoted a 
large part of their last ten years or so to 
analyzing club and public goods. This book 
represents a statement of their cumulative 
results. The presentation is clear. They begin 
with the externalities of private consumption 
and move to thorough consideration first of 
public and then of club goods. They write 
well, and their formal presentation is within 
the range of many nonspecialists. Perhaps 
the most useful aspect of this book is the way 
Cornes and Sandler integrate and extend 
results that they have previously worked out 
in more limited formats. They consider the 
full range of questions usually associated 
with joint and shared supply: equilibrium, 
optimality of provision, methods of provi- 
sion, the size of clubs, the range of goods 
shared in a club of a given type, uncertainty, 
and risk. They very usefully consider joint 
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products, one of which is in joint supply or 
shared, and they comment on a range of 
methods for estimating demand. Their work 
amounts to a presentation of current theory— 
much of which they developed—that is very 
nearly complete and quite valuable. 

Cornes and Sandler do not discuss sub- 
stantive examples in any depth, and this is a 
shortcoming. Empirical discussion could cer- 
tainly integrate different sections of their 
work in a compelling way. As they admit, 
they do not sufficiently treat the localness of 
joint and shared supply, the way in which the 
value of consumption varies as distance 
increases from the point of supply. And they 
do not adequately assess the extent to which 
problems of voluntary provision arise from 
differences in preferences rather than from 
the familiar problem of free riding. All these 
would make the book more useful—and 
longer. 

Most of our economics may be about 
private goods, but most of our politics is 
about the kinds of things Cornes and Sandler 
analyze in this book. This work contributes 
to a development of the theory of joint and 
shared supply more commensurate with the 
economic importance of the provision of 
these goods. 


THOMAS FOGARTY 
Colgate University 
Hamilton 
New York 


RUSSELL, LOUISE B. Is Prevention Better 
than Cure? Pp. x, 129. Washington, DC: 
Brookings Institution, 1986. $26.95. Paper- 
bound, $9.95. 


In this short, readable, worthwhile book, 
Russell tackles the assumption that preven- 
tion costs less than cure and in doing so, uses 
and improves upon cost-effectiveness analy- 
sis. Her work is clearly written and well 
organized. 

The book’s design is described in chapter 
1. Chapter 2 examines the strategy of the 
smallpox and measles vaccine, and the major 
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focus of chapter 3 is the screening program 
for hypertension. In both these substantive 
chapters, Russell provides excellent sum- 
maries of medical studies, alerts the reader to 
the nuances and complexities of issues, and 
startles the reader with evidence that preven- 
tion is not always the better investment. Her 
discussion of hypertension ts provocative. 

Russell’s most imaginative chapter is her 
fourth, where she attempt3 to build cost- 
effectiveness models to evaluate exercise as a 
possible way to improve health. In this 
chapter, she not only gives a useful summary 
and critique of existing studies; she also 
sensitizes the reader to alternative perspec- 
tives—-are we measuring cost effectiveness 
for the individual, asubgroup, or society as a 
whole?—and demonstrates how to approach 
the data and synthesize the information so 
that aggregate estimates can be presented in 
usable form. 

For many of us, various biases and anxi- 
eties are brought to the health field, where 
the focus is on well-being and longevity. 
Russell cuts into the health field material 
with cold clarity and is able to declare in her 
overview chapter, chapter 5, that choosing 
investments in prevention is an economic 
choice like any other. This is both her 
strength and weakness, for the book left me 
feeling that I needed a humen balance to it. 
Russell, after all, leaves it to others to deal 
with the pain of statistical trazedies—the one 
case in a million where the preventive inocu- 
lation kills. 

If there is a criticism to be made, it is that 
Russell does not grapple sufficiently with the 
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implications of the limits of her economic 
logic. When numbers and values are plugged 
into a macro-level balance sheet, there is an 
unavoidable element of arbitrariness. Rus- 
sell herself admits this in her examination of 
the cost of exercise, for example. When 
discussing the cast of time used in exercise— 
including travel time, preparation time, and 
shower time—she points to the problems 
that arise when the attempt is made to 
measure time as a major resource cost. When 
the appropriate value is not a wage rate, but 
how an individual values his or her time, the 
concept to be measured is opportunity cost. 
Not only is there no market price for the 
leisure given up for exercise, but people 
value their leisure differently, and some 
people dislike exercise, which increases the 
cost to them. One of the practical possibil- 
ities Russell suggests for factoring time into a 
cost equation is to include it without dollar 
value. But if a dollar value is assigned to 
exercise time, she suggests using the average 
wage. Why average wage? It is unexplained 
decisions like this one that call into question 
the objectivity of the entire process. 

To her credit, Russell develops nonmone- 
tary as well as monetary balance sheets for 
her major health areas of smallpox and 
measles inoculation, hypertension treatment, 
and exercise. The book is worth reading not 
only by those who specialize in health issues, 
but also by the many others who study 
general public policy. 

ROBERTA ANN JOHNSON 

University of San Francisco 

California 
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PREFACE 


Any examination of social life is necessarily partial. We selectively and 
systematically omit in ord2r to sharpen and differentiate. To focus on a special topic 
is both to eliminate and to enhance. The one begets the other. For many years 
discussions of economic activity have been silent on informality in order to enhance 
formality. Michel Foucault has reminded us that silences are strong tools in the 
construction of reality.! In recent years some scholars have begun to challenge that 
silence. In challenging silences the aim is to “interrupt the smooth passage of 
‘regimes of truth,’ to disrupt those forms of knowledge which have assumed a 
_ self-evident quality, and to engender a state of uncertainty in those responsible for 
servicing the network of power-knowledge relations. ”? 

Until the 1970s the silence on informal economic activity was part of the 
historical development of formal, rational, industrial economies, whether these 
were capitalist or socialist. In the early 1970s in the United States and Europe, 
scholars began to rediscover a long-ignored phenomenon. Goods and services did 
not have to be produced and consumed in officially recognized and registered 
enterprises. Instead they could be made, traded, swapped, and bartered among 
members of informal networks. Anthropologists of nonindustrial society were not 
surprised at this realization. They had recognized such activity as a universal form 
of exchange,’ but some now began applying this insight to aspects of industrial 
society.* Others documen:ed “informal income opportunities” in global capitalism.5 
Yet others were exposing the second or parallel economies of socialist planned 
economies.® 

However, it was the identification of informal economic exchange as a means of 
survival among the urban poor of American cities that was to serve as a major 
corrective to our perception of the hegemony of modern industrial and commercial 
rationalism. The paper by Ferman and Ferman in 1973 set the scene and was 
supplemented with the ethnographies by Stack, Lowenthal, and Dow’ and in 
Europe by the comparatle works of Henry, Mars, Gershuny, and Pahl.? In 1978 
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1. Michel Foucault, The History of Sexuality: An Introduction (New York: Penguin, 1978). 

2. Barry Smart, Foucault, Marxism and Critique (Boston: Routledge & Kegan Paul, 1983), p. 135. 
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4. John Davis, “Gifts and the UK Economy,” Man, 7:408-29 (1972); idem, “Forms and Norms: The 
Economy of Social Relations,” ibid., 8:159-76 (1973). 

5. Keith Hart, “Informal Income Opportunities and Urban Employment in Ghana,” Jina of 
Modern African Studies, 11:61-89 (1973). 

6. D. K. Simes, “The Soviet Parallel Market,” Survey, 21:42-52 (1975); A. Katzenelinboigen, 
“Coloured Markets in the Soviet Union,” Soviet Studies, 29:62-85 (1977). 
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Strategies for Survival in a Bleck Community (New York: Harper & Row, 1974); Martin Lowenthal, 
“The Social Economy in Urban Working Class Communities,” in The Social Economy of Cities, ed. G. 
Gappert and H. Ross (Newbury Park, CA: Sage, 1975); Leslie M. Dow, “High Weeds in Detroit,” Urban 
- Anthropology, 6:111-28 (1977). 

8. Stuart Henry, The Hidden Economy (Oxford: Martin Robertson, 1978); Stuart Henry and 
Gerald Mars, “Crime at Work: The Social Construction of Amateur Property Theft,” Sociology, 
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Louis Ferman began reporting the results from his innovative Detroit study, which 
combined anthropological ethnography with survey techniques? and became a 
standard methodological approach for similar local-area studies. !° | 

By the late 1970s social science interest had been stimulated, but disciplinary 
colonization had also taken root. Economists and tax specialists such as Gutmann, ~ 
Feige, Simon, and Witte began measuring the size of what was now being labeled 
variously as irregular, underground, and hidden economies. Their measures 
produced estimates of between 5 and 33 percent of gross national product.!! _ 

The existence of a significant level of informal economic activity clearly had a 
number of implications. What it meant depended very much on who was looking at 
it. Government officials and tax collectors became very concerned that there may 
exist substantial areas outside of conventional administrative categories that were 
escaping the formal record. The activity evidently signals a loss of tax revenue, but it 
aiso indicates a safety net for the poor. It was illegal, although the term “criminal” 
seemed inappropriate for much of what was being discussed. How could growing 
one’s own fruit and vegetables for exchange with a neighbor, who might fix acar or 
decorate a house in return, be called criminal? Less easy was to classify working ~ 
off-the-books, but this was certainly not as criminal as prostitution or drug dealing 
even if they ali may be described as informal economies. And were the social 
economies of self-help and mutual-aid networks also informal economies? 

The same ambiguity surrounded other dimensions of the phenomenon. Legiti- 
mate businessés could be undercut by informal economies, but other businesses 
were only able to begin because of them. Money was made, but love, status, 
friendship, and reciprocity all had a place in the motivational matrix that led people 
to trade informally. If activity in the formal economy was white, informal economic 
activity was black, but it was colored, too, and, most important, it was gray. It- 
straddled boundaries between the legal recorded and the illegal recorded, between 
the autonomous and the dependent. Perhaps it even penetrated the formal economy 
or provided its foundation, as was implied by the numerous speculations that some 
national economies would collapse without it. Indeed, it is not insignificant that the 
first world conference on informal economies in industrial society was held in Rome 
in 1982, nor surprising that the Hungarian and Yugoslavian delegates were able to 
find both similarities and differences between their second economies and those 


12:245-63 (1978); J. I. Gershuny, “The Informal Economy: Its Role in Post Industrial Society,” Futures, 
11:3-15 (1979); Jay I. Gershuny and Ray E. Pahl, “Work outside Employment: Some Preliminary 
Speculations,” New Universities Quarterly, 34:120-35 (1979); Jay 1. Gershuny and R. E. Pahl, “Britain in 
the Decade of the Three Economies,” New Society, pp. 7-9 (Jan. 1980). 

9. Louis A. Ferman, Louise E. Berndt, and Elaine Selo, “Analysis of the Irregular Economy: Cash 
Flow in the Informal Sector,” mimeographed (Ann Arbor: University of Michigan; Detroit, MI: Wayne 
State University, 1978). 

10. R. E. Pahl, Divisions of Labour (New York: Basil Blackwell, 1984). 

11. Peter M. Gutmann, “The Subterranean Economy,” Financial Analysts Journal, vol. 34 (1977); 
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reported by the French, German, British, Spanish, and U.S. delegates. 

Some of those writing on informal economies suggested that, at a time of world 
. inflation, energy crisis, limits to state growth, and an ideological shift away from 
bureaucratic rationalism and collective provision, such economies could have a 
positive functional role in industrial society.!3 Others were not so sure.!4 This doubt 
came not only from those belaboring the potential negative effects of off-the-books 
work but also from those who were conscious of the debilitating conditions of Third 
World sweatshops and women’s domestic labor.!5 Among radicals, informal 
economies were either depicted as another example of capitalist exploitation'® or, by 
those acknowledging the dearth of mass labor movements, as effective forces for 
social change, as a pathway to paradise.!? Indeed, as James Cornford has astutely 
observed, 


Twenty years ago social scientists (and social democrats) would have been inclined to dismiss 
these informal and irregular arrangements as peripheral, transitional or marginal to the 
development of an orderly, planned society. Today informal institutions are interpreted as 
evidence of a latent capacity to make good the inevitable deficiencies of the planned society; 
or even for an odd coalition of neo-classical liberals and anarchists as the basis of replacing it 
altogether. !8 


Recently there has been an explosion of diverse works on the informal economy | 
from new area studies! and international reviews of the measurement issue? to 
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radical critique,?! and challenges to found a new economics,” let alone a rethinking 

of social science. In this volume we have gathered ‘together a number of 
contributors, some of whom were first on the scene, others who are relatively new to 

it. While they disagree about various aspects of the phenomenon, all share the view 

that it is important and that any serious discussion of the economic life of'a society 

must take account of informal economies in their relationship to the wider and 

apparently all-pervasive political system in which they are set. Taking account 

means more than counting. For this reason.our volume focuses more on the. 
structure, context, and dynamics of informal economies than on their size. The size 

issue and the competing ways of measuring. it have been covered thoroughly 

elsewhere,” and, for our part, rather than re-creating that debate, we have chosen to 

concentrate on the sociopolitical dimensions of the phenomenon. 

In the first article, Joseph Gaughan and Louis Ferman cast the informal 
economy in a sociological and anthropological framework and assert that informal 
trading and exchange patterns arise from fundamental processes of human life and 
social organization.. The informal economy in many cases is viewed as an. 
adaptation to social rather than economic needs. 

S. M. Miller sees the informal economy not as a unitary concept but as an 
umbrella term under which a number of informal exchanges are grouped together. 
He prefers the term “informal economies” rather than “informal economy.” He 
suggests a number of policy perspectives under which the irregular economy might 
be analyzed. 

Ray Pahl is concerned with the relationship between unemployment and 
informal work activities. In both unemployment and informal work, there is an 
absence from work in the mainstream economy. How do these relate to each other? 

The impact of technological change on the relationship between the formal and 
informal economies is discussed by Jonathan Gershuny. He argues that a major 
effect of new technology is to increase the extent of informal production through the 
development of new productive equipment for private households. 

Michele Hoyman’s article deals with a long-neglected topic: female participation 
in the informal economy. She shows that, contrary to stereotypes, females do, 
participate in selected ways in the informal economy. 
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being R. E. Pahl and Julian Laite, Bibliographies on Local Labour Markets and the Informal Economy 
(London: Social and Economic Research Council, 1982); Canadian Network on the Informal Economy, 
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James Smith’s article reviews empirical findings on a national study of 
participants—vendors and consumers—in the informal economy in the United 
States. He also identifies a number of perceptions and motivations of consumers 
who do business in the informal economy. 

Chris Gerry adds a historical dimension to the collection by analyzing the role of 
small businesses and enterprises in the economic development of a nation-state. He 
asserts that such small-scale work systems, largely informal, have been a crucial 
element in the development of the economy in nation-states. 

The informal economy is not a concept restricted to an understanding of the 
economies of the Western world. Steven Sampson contends that informal work 
systems are found behind the Iron Curtain, suggesting that informal economies are 
generic to any nation-state—capitalist or socialist—although they may perform 
different functions and fulfill different needs in the two systems. 

Stuart Henry asserts that the informal economy does not exist or operate in a 
vacuum. There is a political economy environment where the operation of diverse 
interest groups helps to ane or govern the growth or contraction of informal 
exchanges. 

: Ferman, Henry, and H aa conclude the volume by reviewing and analyzing a 
number of conceptual, research, and policy issues that are associated with the 
informal economy. 

As a collection, we feel that these articles are another stepping stone to an 
understanding of the structure and processes of this important phenomenon, the 
informal economy. 


LOUIS A. FERMAN 
STUART HENRY 
MICHELE HOYMAN 
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By JOSEPH P. GAUGHAN and LOUIS A. FERMAN 


ABSTRACT: After surveying some of the typical content.of the informal 
economy, the authors argue that the most substantial amount of activity in 
this sector is based on family and community and may not involve an 

` immediate expectation of financial return. It would include local barter, 
mutual aid and self-help networks as well as other activities such as light 
construction and repair work. Reliance on such networks, common. in 
- preindustrial economies, continues to serve specific needs in industrial and 
postindustrial societies, filling in where the conventional economy falls - 
short or fails. By its very definition, informal activity is difficult to 
investigate and monitor and raises questions about the legitimate concerns 
of government. 


Joteph P. Gaughan received his Ph.D. in cultural anthropology (Columbia University). 
At the Institute of Labor and Industrial Relations, University of Michigan, he has researched 
the informal economy, industrial development, and recession in the automobile industry. In 
1986-87 he was a research fellow at the University of Paris, Nanterre. 

Louis A. Ferman received his Ph.D. in sociology and industrial relations (Cornell 
University). His books and articles include the topics of unemployment and the informal 
economy. He is professor ‘of social work and research director gi the Institute of Labor and 
Industrial Relations, University of Michigan. : 
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preliminary inventory of the in- 

formal economy might list among 
its components the following activities: 
-barter, or trade in goods not involving 
cash; moonlighting or off-the-books 
employment—work performed for wages 
that are not reported; volunteer work; 
household-based work activities; deviant 
or criminal work activities; and the 
social exchange~of services, such as 
neighborhood self-help networks. Ac- 
tivities in this sector may vary according 
to their capital and labor intensiveness, 
` the presence or absence of monetary 
exchange, and their scale of operations. 
They will also display differing degrees 
of reliance on family and community- 
based resources and networks. Informal 
activity that takes place largely in per- 
sonal and intimate social domains will 
often offer gratifications different from 
any material rewards that may also be 
obtained and these gratifications will be 
of equal or greater importance. Depend- 
ing on the type of social milieu, informal 
economic activities will employ different 
modalities of exchange, each with dif- 
ferent motivations and different expec- 
tations of return. These modalities will 
reflect the nature of the personal ties 
between participants, defined by norms 
and institutions that are in essence 
noneconomic. ; 

An examination of the informal econ- 
omy will take us into domeins quite 
different from that large-scale arena 
where most conventional economic activ- 
ity is assumed to take place. Difficult as 
this makes our endeavor, we are further 
hampered by the vagueness of the bound- 
aries separating the personal and inti- 
mate spheres of family and community 
from the conventional econom:c sphere. 
Household and family are often regarded 
as playing an economic role only in the 
secondary capacities of consumption or 


biological reproduction. Of course, eth- 
nographers have repeatedly stressed that 
the “domestic mode of production,” a 
low-intensity, kin-based, and reciprocity- 
linked system, is the chief form of eco- 
nomic organization in primitive and 
traditional societies.! But sociologists 
and economists, of both the classical 
and Marxist schools, have maintained 
that the economic role of the family and 
household has been progressively re- 
duced by the advances of industrial 
capitalism. 

Capitalism has certainly substituted a 
different set of organizing principles in 
the large-scale operations that constitute 
the economic core of industrial society. 
Yet the old kinship structures have 
proved more durable than has been 
frequently assumed. In her study of New 
Hampshire textile workers in the nine- 
teenth and early twentieth centuries, 
Tamara K. Hareven shows the persis- 
tence of traditional kinship networks 
throughout the process of “proletar- 
ianization.”2 As we shall argue, these 


l. Classical ethnological work on the problem 
of reciprocity begins with Marcel Mauss, Essai sur 
le don[The gift] (London: Cohen and West, 1954). 
Others include Bronislaw Malinowski, Argonauts 
of the Western Pacific (Boston: Routledge & 
Kegan Paul, 1922); Raymond Firth, Elements of 
Social Organization (London: Watts, 1951); and 
Claude Lévi-Strauss, The Elementary Structures 
of Kinship (Boston: Beacon Press, 1969). A more 
recent and very important discussion is by Mar- 
shall Sahlins, Stone Age Economics (Chicago: 
Aldine-Atherton, 1972), from which we have 
taken the expression “domestic mode of produc- 
tion.” Ibid., p. 74. From asociological standpoint, a 
valuable contribution has come from Alvin W. 
Gouldner,.“The Norm of Reciprocity: A Pre- 
liminary Statement,” American Sociological Re- 
view, 25:161-78 (1960). See also the article by J. 
Davis, “Forms and Norms: The Economy of 
Social Relations,” Man, 8(2):159-76 (June 1973). 

2. Tamara K. Hareven, Family Time and 
Industrial Time (New York: Columbia University 
Press, 1982). 
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informal networks continue to serve a 
variety of functions, both. within the 


world of work and outside of it. More- 


over, the economic significance of kin 
ties may not be eroded by the introduc- 
tion of capitalist relations of production. 
Kinship relations maintain their connec- 
tion with traditional cultural values and 
continue to embody personal gratifica- 
tion for many people. 


INFORMAL EXCHANGES IN 
PRE- AND 
POSTINDUSTRIAL SOCIETY 


Kinship-based economic strategies 
may be considered a preindustrial phe- 
nomenon, a vestigial of traditional soci- 
ety, when found in populations recently 
displaced from the traditional agricul- 
tural mode of production. This displace- 
ment, however, will vary greatly accord- 
ing to local economic circumstances. 
Populations are displaced from agricul- 
ture through pressure resulting from 
economic and demographic changes in 
the countryside. This pressure may be 
due to processes such as turning cropland 
into grazing land, mechanization, or 


intensification of the economic burden- 


on the peasantry through higher rents or 
taxes. Increased fertility of the popula- 
tion due to improved health conditions 
will also contribute to this pressure. 
The transfer of labor to other sectors 
of the economy is achieved most smoothly 
when industrial growth is sufficient to 
employ a large portion of the population 
displaced.3 This is the case when large- 


_ 3. The labor transfer theory of economic 
development is set forth in W. Arthur Lewis, 
“Economic Development with Unlimited Supplies 
of Labour,” in The Economics of Underdevelop- 
ment, ed. A. N. Agarwala and S. P. Singh (New 
York: Oxford University Press, 1958), pp. 400- 


409. See also John C. H. Fei and Gustav Ranis, 


Development of the Labor-Surplus Economy: 
Theory and Policy (Homewood, IL: R. D. Irwin, 


n. 


scale labor-intensive manufacturing is . 
on the increase. But when industrial 

development is largely capital and tech- 

nology intensive, as in much 'of the 

world today, the transfer is not so 

readily accomplished and large groups 

are often left in marginal economic 
circumstances. Within these groups, kin 

relations of the preindustrial varietycan | 
be crucial to survival. This is most 
visible today in the barrio and shanty- 
town populations of many Third World 
cities.4 Clearly, when industrial growth 
in the Third World does not match 
economic and demographic pressures in 
the agricultural sector, developmental 
models drawn from the history of West- 
ern Europe and North America do not 
apply. Much of the Third World today 
suffers from this critical impasse, and 
the growth of informal economic activity 
is one result. Of course, this varies with 
the pace and direction of industrial 
development, a process that will display 
distinctly different features from one 
locale to another. As Keith Hart observes 
for western Africa: 


Old cities like Acrra, lacking significant 
industrial development, may be contrasted 
with newer urban complexes such as the 
Gambian Copperbelt in the scope and relative 
attractiveness of informal opportunities—a 
contrast which is sustainable for western 
cities in the industrial revolution, for example ' 
between London and Manchester in the 
nineteenth century.’ 


1964). An excellent discussion of this theory and 
its implications can be found in an article by John 
Weeks, “The Political Economy of Labor Trans- 
fer,” Science and Society, 35(4):463-80 (Winter 
1971). 

4, Lisa R. Peattie, “Tertiarization and Urban 
Poverty in Latin America,” Latin nenied Urban 
Research, 6:109-23 (1976). 


5. Keith Hart, “Informal Economic Opportuni ` 


ties and Urban Employment in Ghana,” Journal 
of Modern African Studies, 11(1):89 (1973). ' 
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An adequate understanding of such 
situations requires a case-by-case ap- 
proach. It is hoped that such considera- 
tions will dispel the notion that develop- 
ment is unilinear and will help contribute 
to an appreciation of those problems 
particular to each locale. 

Investigations of informal economic 
activity will show results that vary accord- 
ing to where or with whom the activity is 
carried out. Hence the term “informal 
economy” will mean different things in 
advanced industrial nations from what 
it does in developing countries. Simi- 
larly, it will display different features in 
poor communities as opposed to middle- 
class communities, or in an urban as 
opposed to a rural setting. The modali- 
ties of local kinship-based and com- 
munity-based exchange, founded on the 
principle of reciprocity, may be con- 
sidered as characterizing phases in the 
evolution and history of economic be- 
havior, but they must also be seen as 
coexisting with other types of economic 
activity in any given period or locality. 
These modalities are one of several 
possibilities for economic organization 
in any society, whatever the dominant 
mode may be. Ethnography has contrib- 
uted to our understanding of the con- 
vergence of types of economic activity 
since it is steeped in the experience of 
small-scale societies with multiplex rela- 
tions and very intimate domains of 
social interaction. 


RECIPROCITY AND INFORMAL 
ECONOMIC EXCHANGES 


The work of anthropologists may be 
relevant here as many of them seek their 
research subjects in those small and 
remote societies considered primitive or 
traditional. Understanding exchange be- 
tween these subjects involves considera- 


tion of very personal social domains and 
social-network relationships, contrasting 
sharply with classical economics, which 
focuses on the impersonal marketplace 
and the atomized individual. Exchange 
in the face-to-face world of small popula- 
tions is often: observed to be based in 
some notion of reciprocity, where expec- 
tation of return depends on local cultural 
norms. It is possible that Marshall 
Sahlins’s typology of reciprocities, based 
upon “immediacy of returns, equivalence 
of returns, and like material and mechan- 
ical dimension of exchange,” may be 
useful in examining the informal econ- 
omy* in its relation to the wider society. 

At one extreme, reciprocity may be 
characterized as “generalized reciproc- 
ity,” referring to “transactions that are 
putatively altruistic,” where the obliga- 
tion to return is vague and at best 
implicit. Sahlins elaborates: 


At the extreme, say Soltis food-sharing 
among near kinsmen—or for its logical 
value, one might think of the suckling of 
children in this context—the expectation of 
a direct material return is unseemly. ... The 
material side of the transaction is repressed 
by the social: reckoning of debts outstanding 
cannot be overt and is typically let out of 
account.’ 


— 


The midpoint of this typology Sahlins 
calls “balanced reciprocity,” referring to 
“direct exchange.” “In precise balance, 
the reciprocation is the customary equiva- 
lent of the thing received and is without 
delay.”* This type of reciprocity is less 
personal than the first, and the partici- 
pants confront each other as economic 
subjects acting in their own interests. At 
the other extreme, Sahlins proposes the 
term “negative reciprocity,” referring to 


6. Sahlins, Stone Age Economics, p. 191. 
7. Ibid., p. 194 
8. Ibid. 
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“the attempt to get something for nothing 
with impunity, the several forms of 
appropriation, transactions opened and 
conducted toward net utilitarian advan- 
tage.”® This may range from outright 
theft to the various kinds of bartering 
aimed at individual maximization. 
Sahlins goes on to show how these 
three reciprocity types characterize ex- 
change relations in primitive and tradi- 
tional societies. He found that the particu- 
lar reciprocal arrangement will vary 
according to the crucial variable of 
kinship distance. Generalized reciprocity 
will characterize exchange within the 
most intimate of kinship domains, the 
family and domestic units, residential 
groups, and lineages. Balanced reciproc- 
ity will dominate at the level of wider 
social networks involving the village, 
tribe, or larger social groups. Finally, 
negative reciprocity will dominate out- 
side the kin group as such, where partici- 
pants confront each other as strangers 
not immediately bound by social ties. 
Complementing Sahlins’s typology is 
Karl Polyani’s nonlinear model of eco- 
nomic evolution. He illustrates how a 
stratified system of redistribution dom- 
inated by negative reciprocity and con- 
trolled from the top can emerge from 
traditional reciprocity networks. Through 
a similar dynamic redistribution, systems 
may ultimately yield to a market econ- 
omy under the right historical circum- 
stances.!° So again we see that modalities 
of exchange coexisting at a given mo- 
ment may become stages in historical 


9. Ibid., p. 195. 

10. The classic statement of the substantivist 
approach to economic development comes from 
Karl Polyani, The Great Transformation (New 
York: Rinehart, 1944). See also Karl Polyani, 
Conrad Arensberg, and Harry W. Pearson, eds., 
Trade and Market in the Early Empires.(New 
York: Free Press, 1957). 
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development, each dominating in a partic- 
ular period. 

Such reciprocity types, always coex- 
isting but with certain types dominating | 
in specific social formations, represent 
one possible variation in the principles 
that govern exchange in human groups. 
They depend on the degree to which 
participants in an exchange are bound 
by noneconomic social ties, perncuey 
those: of kinship. 

Reciprocity may bea aveni human 
norm, but it varies widely in social 
practice.!! In certain patterns of develop- 
ment, the flow of goods in traditional 
reciprocity networks becomes subject to 
arrest and diversion, inaking possible 
surplus accumulation and facilitating 
the appearance of an economic domain 
outside of the circle of kinship. This is 


. the historically observable process where- 


by redistribution systems yield to the 
market and to the utilitarian calculus of 
capitalism. As has been frequently 
pointed out, it should be remembered 
that a strong economic and emotional 
infrastructure in the family is necessary 
for the entrepreneurial class of classical — 
capitalism to emerge. Christopher Lasch 
has described the ideology of the nine- 
teenth-century family as “a haven in-a 
heartless world” in this context: 


The new style of domestic life created psycho- 
logical conditions favorable to the emergence 
of a new type of inner-directed, self-reliant 
personality—the family’s deepest contribu- 
tion to the needs of a market society based on 
competition, individualism, postponement. 
of gratification, rational foresight, and the 
accumulation of worldly goods.!? - 


11. See Gouldner, “Norm of Reciprocity.” 

12. Christopher Lasch, Haven in a Heartless 
World: The Family Besieged aes York: Basic 
Books, 1977), p. 4. ee 





20 THE ANNALS OF THE AMERICAN ACADEMY 


In similar terms Alvin Gouldner has 
stressed the necessity of a firm familial 
infrastructure for participation in all 
types of public life—economic, political, 
or intellectual: 


In both bourgeois society and in classical 
antiquity, public rationality was grounded in 


_ class privilege and in unchallenged male 


domination of the family. Both provided 
that indispensable requisite for rational dis- 
course: leisure, free from time-consuming 
work in the household and in the work place; 
and the freedom to allocate one’s own “free 
time” without the control or permission of 
another. Patriarchal subjugation of women 
and private property, then, were the unmistak- 
able conditions and limits of the post-enlight- 
enment development of public rationality in 
bourgeois society.!3 


SOCIAL COHESION AND THE 
INFORMAL ECONOMY 


_ It would appear that some form of 
kin-based informal economy is necessary 
to any type of social formation. However 
eroded and attacked in modern indus- 
trial society, a familial infrastructure 
still serves as a support for all other sorts 
of economic activity. To reach a satisfac- 


tory understanding of this central eco- | 


nomic domain requires a penetration 
into what is most personal and intimate 
in human life. It challenges our very 
definitions of what is economic and 
demands a.new understanding of what 
constitutes work. The values produced 
and exchanged in the domestic and 
community realms are often subtle and 
nonmaterial and consistently elude quan- 
. tification. 

The continuing importance of in- 
formal social links involving kinship, 


13. Alvin W. Gouldner, The Dialectic of Ideol- 
ogy and Technology: The Origins, Grammar, 
and Future of Ideology (New York: -Oxford 
University Press, 1976), p. 99. 


neighborhood, and friendship remains a 
crucial factor in understanding the infor- 
mal economy as well as a major obstacle 
to conventional methods of measure- 
ment and analysis. The social history of 
industrial development shows that tradi- 
tional community and kin-based institu- 
tions have often resisted the introduction 
of the wage-price system and have been 
blamed for maintaining backwardness. 
Such institutions have pefsisted within 
capitalist economies, just aś tribal social 
organization persisted at the interstices 
of feudal society. These kinship and 
quasi-kinship exchange systems become 
the building blocks for a more complex, 
varied system of informal economic 
trade. 

In today’s industrial world, informal 
economic activity takes place in a society 
where the impersonal marketplace has 
come to dominate most economic life. 
Yet the same wide variations in exchange 
modalities persist. 

Any of Sahlins’s reciprocity types 
may operate in the informal economy, 
and thus expectations of return will 
differ greatly from one activity to an- 
other. Work performed in the household 
is usually done with no specific promise 
of compensation and little or no contrac- 
tual stipulation of expectations or duties. 
This corresponds to Sahlins’s most per- 
sonal category of generalized recipro- 
city. Yet such exchange relations com- 
monly extend beyond the household to 
cooperative efforts between households 
involving the exchange of services and 
goods among relatives, neighbors, and 
friends. — 

Indeed, a large share of economic 
activity in the informal sector involves 
no exchange of cash at all. Following 
Lowenthal,'* we have called this sector 


14. Martin D. Lowenthal, “The Social Econ- 
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the social économy. This category in- 


cludes much domestic labor exchanged 
within and between families, such as 
housework, child care, and yard work. 
It can be expanded to include wider 
mutual-aid networks, such as the tradi- 
tional country barn raising, barter, and 
unofficial payment-in-kind. The social 
economy is more likely to maintain its 
activities within local limits dnd is usually 
more family and community based and 
less intensive than informal activities 
that involve cash. 

Thus we can see informal activities as 
providing a necessary part of the force 
of social cohesion, important in the 
definitions of kin and community. Within 
such networks a social ethic often oper- 
ates whereby members are protected 
from total and abject economic failure. 
A well-integrated community resists 
allowing one of its own to fall into truly 
intolerable economic circumstances and 
will often send forth its own informal 
safety net. This is particularly observable 
in disadvantaged communities where 
very scarce resources must be shared in 
order to ensure the survival of the 
network. Carol B. Stack has described 
this for poverty-level communities in an 
urban American black ghetto,!5 but such 
networks exist among all social classes 
and are ready to extend their supportive 
functions with any change in the ‘eco- 
nomic circumstances. 


‘ CATEGORIES OF INFORMAL 
ECONOMIC ACTIVITIES 


There is no distinct boundary between 
the social economy, which does not 
omy in Urban Working Class Communities,” in 
The Social Economy of Cities, ed. G. Gappert and 
H. M. Ross (Newbury Park, CA: Sage, 1975). 

15. Carol B. Stack, All Our Kin: Strategies for 
Survival in a Black Community (New York: 
Harper & Row, 1974). 
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involve cash, and that category of in- 


formal economic activity that does in- 
volve cash. Cash-based exchanges we 
call, following Ferman, the irregular 
economy.!6 This category contains a 
large amount of varied economic activity — 
that may be family and community based, 
but that can be to some degree inde- 
pendent of the traditional kin frame- 
work. Irregular economic exchanges-tend 
to have a higher capital investment than 
the other, more kin-based operations; 
may employ more people; and are gener- 
ally more profit motivated. Ric Thomp- 
son, in a study of a white working-class 
neighborhood in Detroit, chose as the 
label for this type of irregular economic 
exchange entrepreneurial activity. The 
activities that were low in capital invest- 
ment and high in kin-based inputs were 
labeled associational. Associational activ- 
ities are tightly linked to the social . 
economy and can be seen as essentially a 
cash-based extension of it. Here again it- 
must be stressed that the rewards in the 
irregular economy are not exclusively 
material. 

Thompson lists some major features 
that characterize the two types of irregu- 
lar economic activity. Associational ac- 
tivity is likely to be low in capital 
investment, part-time, and based on 
informal contacts, while the entrepre- 
neurial type is more likely to be capital 
intensive, full-time, and based on formal 
contacts. Participants in the entrepre- 
neurial type are generally of higher 
income than those in the associational 
type. Of course, here again the distinction 
is not too definite, since the passing 
from one type to the other may happen 
imperceptibly, particularly for the indi- 


16. Louis A. Ferman, “The Irregular Econ- 
omy,” mimeographed (Ann Arbor: University of 


‘ Michigan, Institute of Labor and Industrial Rela- 


tions, 1969). 
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vidual or individuals involved. Such 
endeavors as light construction, machine 
repair, and junk dealing, among others, 
occur along a continuum between these 
two poles. Associational activity tends 
to be closer to the social economy, while 
entrepreneurial irregular activity more 
closely resembles activity in the formal 
sector and is more likely to be governed 
by the wage-price system of the larger 
economy.!? The point at which such 
social economy activities become entre- 
preneurial, calculated toward economic 
gain—in Sahlins’s terms, negative reci- 
procity—is always indeterminate. The 
difference again depends on factors such 
as kinship distance and the extent to 
which economic relations dominate so- 
cial relations. 

At its extreme, negative reciprocity is 
seen as that form of informal activity, 
involving considerable cash flow and 
often taking place between strangers, 
that we know as the criminal economy. 
This involves traffic in goods and services 
forbidden by law, such as drugs, prostitu- 
tion, gambling, loan-sharking, dealing 
in stolen goods, and so forth. Though 
much of the irregular economy may be 
considered outside the law because it 
avoids government regulation and taxa- 
tion requirements, it is not explicitly 
illegal as are the activities of the criminal 
economy. Once again there is a class of 
ambiguous, borderline, relationship- 
based activities, such as perks, pilferage, 
and fiddles.'!8 These sorts of activities 


17. Ric Thompson, “Brightmoor: A Study of 
Community and Economy in an Urban Neighbor- 
hood,” mimeographed (Ann Arbor: University of 
Michigan, Institute of Labor and Industrial Rela- 
tions, 1975). 

18. Jason Ditton, “Perks, Pilferaze and the 
Fiddle,” Theory and Society, 4:39-71 (1977). See 
also Stuart Henry, The Hidden Economy: The 
Context and Control of Borderline Crime (Oxford: 
Martin Robertson, 1978). 


are often tacitly tolerated or even encour- 
aged, so their status with respect to the 
law may vary. They occupy a hazy 
territory between the criminal economy 
and the social and irregular economies. 

The dubious legality of much infor- 
mal economic activity is one factor that 
makes it difficult to investigate. Partici- 
pants are frequently motivated to con- 


` ceal such activities when they involve 


either avoidance of taxes or regulation, 
or outright criminal activity. Income 
may also be concealed to avoid specific 
taxes or the denial of welfare benefits. 
Efforts by the government to deal with 
the informal economy, whether to tax it, 
regulate it, suppress it, or even encourage 
it, are likely to encounter barriers to 
governmental scrutiny for a variety of 
reasons. 

The categories of the informal econ- 
omy we have enumerated here are far 
from exhaustive. Indeed, it is far easier 
to demonstrate the existence of specific 
kinds of informal activity than to demon- 
strate that one category exists or that 
another does not. Moreover, none of 
these categories is totally exclusive of 
any other, and a considerable degree of © 
interdependence and overlap is evident. 
Like many criminal activities, the more 
capital-intensive or entrepreneurial ac- 
tivities in the informal sector may be 
relatively independent of the social 
economy and its household-based activ- 
ities, but the distinction is never without 
ambiguity. What is essential, however, 
is the degree to which informal eco- 
nomic activity varies in its modality of 
exchange. 


UNDERSTANDING THE. 
NEED FOR AND PERSISTENCE OF 
IRREGULAR ECONOMIC ACTIVITY 


The persistence of kin-based and com- 
munity-based economic networks is ob- 
servable historically and cross-culturally 
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in many different types of social forma- 
tion. Perhaps it is reasonable to see this 
persistence as not simply a vestige of 
earlier modes, but rather as manifesting 
a spontaneous human disposition toward 
reciprocity and cooperation founded 
upon the means of biological-and social 
_ reproduction. But this should not lead 
us to ignore the way particular social 
structures shape and foster informal 
economies. 
; In advanced industrial nations the 
manufacturing sector displays structural 
inadequacies with serious consequences 
for some sectors of the labor force. A 
number of case studies have shown that 
low-income communities rely on infor- 
mal economic resources.!9 The impor- 
tance of hustling in the black ghetto, the 
persistence of tight kinship networks in 
working-class urban communities, and 
the increasing visibility of street peddlers 
- and entertainers testify to this. One 
explanation offered for this movement 
toward informal work sees informal 
employment and markets as alternatives 
adopted by people restricted to marginal 
jobs in low-paying, labor-intensive, non- 
unionized industries. For people restric- 
ted to this peripheral labor force and 
thus denied an adequate and secure 
income, informal economic activity 
holds.a powerful attraction. Economic 
deprivation is always relative, however, 
and can only be measured according to 
the standards of the participants. These 


19. Stack, All Our Kin; Leslie M. Dow, Jr., 
“High Weeds in Detroit: The Irregular Economy 
among a Network of Appalachian Migrants,” 
Urban Anthropology, 6(2).111-28 (1977); Gretchen 
Chesley Lang, “Making a Living a Hard Way: 
Urban Chippewa Drinkers,” Central Issues in 
Anthropology, 1(2):19-40 (Nov. 1979). 

20. Barry Bluestone, “Lower-Income Workers 
and Marginal Industries,” in Poverty in America, 
ed. L.A. Ferman et al. (Ann Arbor: University of 
Michigan Press, 1976). 
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standards will reflect cultural norms as | 
well as established habits and desires. 
Not all participation in the informal 
economy can be ascribed ‘solely to the 
dispossessed, and much documentation ` 
and analysis demonstrate that the infor- 
mal economy is used by many middie- 
income and upper-income people. There- 
fore one must consider that low-income’ 
groups use informal exchange systems 
to meet different needs from those of 
middle-class groups—for example, sur- 
vival versus stretching a dollar, respec- 
tively. 

In particular, analysts concerned with 
the shift to postindustrial society have 
called attention to a significant growth 
in the informal sector among relatively 
affluent populations in the modern wel- 
fare state in North America and West- 
ern Europe. These analysts argue that 
when manufacturing fails to create jobs 
commensurate with the demand for 
them, resources may be more fruitfully 
reinvested in family and domestic produc- 
tion.2! Hence the growth in modern 
cottage industries ranging from tradi- 
tional canning or sausage making to the 
manufacture of small electric com- 
ponents. High unemployment appears 
with increasing evidence to be a perma- 
nent and structural consequence of the 
shift from the older smokestack indus- 
tries to the new microchip industries. 
Employment in the tertiary or service 
sector, popularly proposed as the solu- 
tion to this, postindustrial employment 
crunch, has often proved to be unattrac- 


21. Analyses stressing the importance of infor- 
mal economic activity in postindustrial society can 
be found in J. I. Gershuny, “The Informal Econ- 
omy: Its Role in Post-Industrial Society,” Futures, 
pp. 3-15 (Feb. 1979); R. E. Pahl, “Employment, 
Work and the Domestic Division of Labour,” 
International Journal of Urban and Regional 
Research, 4(1):1-20 (Mar. 1980). 
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tive due to its low wage scale and its lack 
of security and opportunity for advance- 
ment. Income earned in the service 
sector proves increasingly to be inter- 
mittent, derived from part-time and/or 
temporary work. It is thus commonly 
supplemented by informal economic ac- 
tivity, with a household and community 
base, which maintains the importance of 
kin ties and is more consistent with 
traditional cultural values. In such cases 
it appears that individuals relying exclu- 
sively on conventional employment in 
low-paying jobs might more accurately 
be labeled dispossessed. 

The economic shocks of the 1970s, 
which combined growing unemployment 
with escalating inflation, led to an aggra- 
vated recession cycle and fiscal austerity. 
These factors may have contributed to 
this growth of informal economic activ- 
ity, as Gershuny and Pahl argue.”? Thus 
in addition to being a preindustrial 
phenomenon, economic strategies based 
on kinship and community must also be 
recognized as postindustrial alternatives, 
serving the needs of an increasing num- 
ber excluded by or dropping out of 
advanced industrial economies. 


SUMMING UP 


Bringing the informal economy into 
the wider picture of economic activity 
thus challenges our accepted categories 
of economic behavior. Dealing with the 
domestic and kin-based sectors of the 
irregular economy involves the considera- 
tion of realms of human behavior gener- 
ally left aside in economic investigations. 
Once we leave the macroeconomic sphere 
with its profit motivation and self-inter- 
est strategies, we must look more closely 
at the subjective domain and the range 


22. Gershuny, “Informal Economy”, Pahl, “Em- 


_ ployment, Work and the Domestic Division of 
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of human emotion and ‘intimacy. But 
again we must stress that these categories 
do not distinguish themselves easily, but 


-rather constitute poles of a continuum 


that is exceedingly difficult to subdivide. 
No absolute demarcation of what is 
motivated by material gain against what 
is motivated by subjective and personal 
factors is possible. Thus the questions of 
monitoring and measuring the informal 
sector become very difficult to answer. 
As one domain is brought into better 
focus, others often blur and fade. The 
goal of a total economy brought into 
public light and transparent to the gaze 
of policymakers is an abject delusion, 
and quite possibly a dangerous one. 
The prevailing contention that infor- 
mal economic activity is rapidly growing 
in the advanced industrial nations has 
led to a variety of explanations. Of these 
the one that has most attracted the 
attention of political leaders and govern- 
ment officials is the explanation that 
attributes underground activity to eva- 
sion of burdensome government regula- 
tion and taxation. Estimates of informal 
cash flow generally rely on banking data 
about money supply, demand deposits, 
and checking transactions. Elsewhere 
such estimates have been challenged on 
the basis of Census Bureau survey data.*4 
This debate points to the essential ques- 
tion of what is being measured. What 
constitutes economic activity? What con- 
stitutes work? Clearly, if efforts at under- 
standing these problems are undertaken 
with a view toward further taxation and 
regulation, they will embody certain 
attitudes and presuppositions about 
what work and economic activity are. 
Certainly, the informal economy com- 
prises activities that resemble much of 


23. Peter Gutmann, “The Subterranean Econ- 
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what we commonly consider conven- 
tional economic activity: Entrepreneu- 


rial informal activity, moonlighting, and — 


what is known as sweatshop manufac- 
turing constitute informal activities of 
this type. Also much criminal activity 
must be considered of sufficient scale to 
be classified within this group. Nonethe- 
’ less, as we have argued, a very wide 
range of informal economic activity is of 
the social variety, part of the cohesive 
force uniting people in all societies 
founded upon kinship and community. 
This type of informal activity we consider 
to be the most pervasive and most 
crucially linked to our definitions of 
economic activity. In this perspective, 
then, we can postulate a very different 
question about the informal economy: 
at what point does the exchange of 
goods and services attain a character 
whereby it requires monitoring and regu- 
lation by the state? This is a political as 
well as sociological question. It raises a 
problem of legitimacy. How is state 
intervention justified? Since economic 
activity cannot be entirely distinguished 
from the complex array of other social 
activities, limits to the legitimate interests 
of government must be established. At 
this point in history, political institutions 
are required to develop means of respon- 
siveness to their citizenry while leaving 
them sufficient room for the personal 
and intimate activities so critical for 
social life. 

As we have seen in considering the 
historical vicissitudes of the household 
economy and local informal networks, 
much work in the informal economy 
may appear to be marginal to the conven- 
tional economy but may become-more 
significantly productive with historical 
developments. New demands and new 
markets may be created as old minorities 
become new elites and countercultures 
become dominant life-styles. The per- 
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sonal and community domains of recipro- 
cal exchange are often areas of innova- 
tion for the emergence of new kinds of 
production that may prove to be of. 
crucial importance in the evolution of 
the economy as a whole. Developing 
new markets around new—or old— 
cultural modes is a critical part of eco- 
nomic adjustment to historical change. 
This creative potential of the informal 
sector rests upon its grounding reciproc- 
ity and its social motivation rather than - 
its profit orientation. Personal and infor- 
mal economic networks are areas where 
people can explore their own needs and 
seek to meet them in their own way. In 
this respect the informal economy might 
be understood as containing the very 
foundation of all other economic activity 
and as necessary to the functioning of 
any social arrangement. In its most 
pervasive social component, the infor- 
mal economy comprises the supportive. 
and sustaining functions of the personal 
sphere, without which all public ac- 
tivity--whether economic or political, 
intellectual or artistic—could not take 
place. 

In summary, then, the informal econ- 
omy cannot and should not be concep- | 
tualized as merely a substitute for or 
complement of traditional market ex- 
changes. The informal economy has not 
developed simply because there is a 
failure in traditional economic systems 
of distribution. A good part of the 
informal economy, with its emphasis on 
mutual obligation and reciprocity, forms 


' a nexus of social glue that makes the 


formation and maintenance of social life 
possible. The failure to understand this 
social basis of informal economic ex- 
changes, and “indeed of all economic 
behavior, leads us to an inadequate 
picture of economic life in both tradi- 


tional and postindustrial societies. 
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OCIAL scientists lack an under- 
standing of what has been called 
the postindustrial society, says Krishan 
Kumar, because we lack an under- 
standing of industrial society.! Distorted 
views about the past and present confuse 
our views of what we think is emerging. 
Similarly, our view of the informal 
economy is blurry because our under- 
standing of the formal economy is inade- 
quate. The theoretical approach to for- 
mal economics is so abstracted that it 
pays almost no attention to human 
interaction, social associations, or institu- 
tional life. The empirical approach to 
the study of economy largely involves 
aggregated numbers, frequently mixing 
horses and apples so that a single number 
or average may hide more than it reveals. 
A major difficulty in understanding 
the capitalist economy, found in analyses 
of both the political Right and Left, is to 
focus on the modern large corporation 
as the exemplar of contemporary capital- 
ism. Yet Fortune Magazine’s famous 
listing of the largest 500 and 1000 nonfi- 
nancial corporations covers less than 
one-half of the employment in the United 
States.2 Similarly, we think of advanced 
- industrial nations as heavily involved in 
manufacturing, but only West Germany 
of the nations of the Organization for 
Economic Cooperation and Develop- 
ment in the post-World War II period 
has had a majority of its labor force in 
manufacturing. The United States, except 
for World:War II, has never had a major- 
ity of its labor force in manufacturing. 
The confusion about past and present 
deepens when the corporate economy— 


1. Krishan Kumar, Prophecy and Progress: 
The Sociology of Industrial and Post-Industrial 
Society (New York: Penguin Books, 1978), p. 8. 

2. S. M. Miller, “Notes on Neo-Capitalism,” 
Theory and Society, 2(1):1-35 (Spring 1975). 
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the on-the-books economy—is taken as’ 
the exclusive locus of economic activ- 
ities. When we do this, we perceive other 
forms of economic activity as deviants 
and aberrations, not as important parts 
of the economic sustenance of many 
people. We overlook the fact that people 
provision themselves from a wide and 
diverse range of economic exchanges 
and transactions, with corporate-derived 
goods and services only fulfilling a small 
part of any person’s needs. — > 

The concept of informal economy 
attempts to rescue economic activity 
from the.grasp of the economist. In 
doing so, it, too, narrows the world. 
When we contrast the informal with the 
formal economy, we ignore the vast 
differentiation that exists within this 
latter category—corporations of varied 
sizes, partnerships, single entrepreneurs, 
unincorporated activities, the govern- 
ment as economic actor. But it is con- 
venient to have a contrast, and in this 
article the term that is used in opposition 
to “informal” is “mainstream economy,” 
despite the terrible simplification in- 
volved. In a similar fashion, the concept 
of informal economy covers:an enor- 
mously diverse territory, as the articles 
in this volume demonstrate..To pay 
heed to that differentiation, the term 
that is employed is “informal econ- 
omies,” but it is one thing to flay the 
importance of differentiation, quite 
another actually to deal with it. 


f 


COMPETING PERSPECTIVES ON 
INFORMAL ECONOMIES 


Heisenberg’s principle of uncer- 
tainty—that the process of measurement 
changes the object that is measured— 
applies to conceptualization. The act of 
conceptualizing changes the phenomena 
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that are conceptualized. The conceptual- 
izing draws attention to one or another 
aspect of the phenomena. As Max Weber 
said of his ideal-type approach, it one- 
sidedly emphasizes particular elements 
of a phenomenon in order to stress 
them, rather than others, as central. In 
an important sense, then, conceptual- 
izing is a political act since it.focuses 
attention on some dimensions and di- 
verts interest from what səme might 
consider the more significant. 

With informal economies tie principle 
of attention is particularly appropriate. 
Investigators of informal economies com- 
pete in what they choose to bring to our 
attention. They offer different frames 
for thinking about these economies, 
which are grouped together under the 
single label of “informal economy.” The 
investigators’ frames depend on their 
discipline, occupation, or ideology. The 
choice of frame is fateful for what we 
think about when we study—or act on— 
informal economies, especially when we 
regard them as a unitary phenomenon, 
called the informal economy. The implica- 
tion of this variance and d-versity in 
focus among scholars is that it is almost 
impossible to integrate the conclusions 
of a number of articles, such as in this 
collection, into a new synthesis on infor- 
mal economy. We must be zareful to 
treat this collection not as a single, 
exhaustive whole but as separate pieces 
of a complex jigsaw puzzle where most 
of the pieces are still missing. 

Informal economies can be analyzed 
from a number of perspectives, each of 
them at a low level of abstraction. Four 
major perspectives and a number of 
variations within each are readily dis- 
cernible. The four perspectives are eco- 
nomic, social, fiscal and reguletory, and 
conditions of insufficiency. 


Economic perspectives 


One school of investigation of irregu- 
lar economies focuses on questions 
about the organization of the economic 
system and how it functions. Such stud- 
ies might focus on questions of economic 
measurement, human resource develop- 
ment, or labor market operation. In 
each case, the objective is to learn more 
about economic behavior and how it 
relates to processes of allocation and 
distribution. 


Economic measurements. As dis- 
cussed in this issue of The Annals, the 
many indicators used to judge the struc- 
ture and state of the economy are deeply 
flawed by their neglect or faulty mea- 
suring of the activities in informal econ- 
omies. Sizable segments of economic 
activities, such as household production 
for family consumption, are ruled out of 
the economic accounts; governmental 
activity is undervalued and voluntary 
contributions of time and effort for the 
well-being of others are uncounted for 
they do not have a market and therefore 
are unpriced, though not necessarily 
unpriceable. The existence of informal 
economies requires new ways of thinking 
about conventional economic indicators 
such as gross national product, produc- - 
tivity, and income distribution. 


Economic functioning. One currently 
popular dimension of economic policy 
is the emphasis on entrepreneurialism in 
Thatcher’s Britain and Reagan’s Amer- 
ica. The goal is to expand small-scale 
entrepreneurs so that they can become 
mainstream entrepreneurs. A broader 
question is, To what extent are informal 
economies shaped by the mainstream 
economy and to what extent do they 
contribute to it or act against it? The 
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answer obviously depends on what infor- 
mal economy in what economic sector is 
studied. Does the informal sector bring 
down consumption costs and thereby 
lower the wages that employers are 
forced to pay? The perspective raised by 
that question is contemplated by those 
who have approached informal econ- 
omies from a Marxian framework. 

Neoclassical economists focus on the 
possibility that those officially labeled 
as unemployed may actually have earn- 
ings in the informal economies. The 
official unemployment rates are thereby 
inflated, and macro policies to stimulate 
the economy may therefore be followed 
inappropriately. The tendency, then, is 
to show involvement in informal econo- 
mies in order to promote reductions in 
governmental interference with main- 
stream economies, 


Enterprise functioning. In the Soviet 
Union and Eastern Europe, informal 
economies grow up to make it possible 
for the mainstream socialist firms ‘to 
appear to perform more effectively. 
These informal economies are supplemen- 
tary and complementary rather than 
substitutive. Informal trading and ex- 
change systems frequently operate to 
ease the pressures of meeting enterprise 
quotas and of securing resources and 
supplies that may not be available in the 
mainstream economy. 


Alternative economic systems. A con- 
trasting approach is taken by those of a 
more “green” mentality who see informal 
economies as the likely or, at least, 
desirable wave of the future. Informal 
economies offer a community-based, 
solidaristic, cooperative, smaller-scale, 
more personal, less market-valued way 
of economic production. Sometimes the’ 
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argument is that mainstream economies 
are in enduring crises: full employment 
will not recur in Western Europe. Inevit- 
ably, new forms of economic institu- 
tions, especially informal economies, 
will have to emerge. This instrumental 
or necessitarian approach may not be 
the main argument, and the superior 
moral and community quality of an 
alternative, more informal economy may 
be stressed. 


Labor process. Some see informal 
economies as ways of training people 
who will later move into the mainstream 
economy. Others see them as a way of 
focusing attention on the enormous 
amount of unpaid, unmarketed work 
that should make us analyze differently 
the mainstream economy. Others extend 
the concept of the internal labor markets 
of the mainstream economy and see 


informal economies as irregular internal 


labor markets offering little hope of 
improvement and advancement to those 
in them. 


A 


A contrasting perspective concen-’ 


trates on pilfering as part of the wage 
system, at least as seen by workers. They 
steal from the employer or the customer 
as a regular or irregular way of increasing 
their incomes. Since crime is glamorous, 


this view receives a great deal of attention. | 


Income production. Here the concern 
is with the contribution that informal 
economies make to the economic well- 
being of households. Informal econ- 
omies may operate as income supplemen- 
tation or as the main source of income. 


The interest may be in the overlap of ` 


work in both formal and informal econ- 
omies, or in time allocations, or in the 
economic——if usually unmeasured—troles 
of various members of a household. — 
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Social perspectives 


Another set of perspectives focuses 
on the social organization of the society 
and how irregular economies operate to 
permit social functioning and role fulfill- 
ment for different groups. The emphasis 
here is on sociological aspects rather 
than economic. 


Gender. The importance of unpaid 
labor by women in household tasks is 
the locus of interest for many students of 
informal economies. Sometimes the con- 
cern is with women’s contributions to 
the reproduction of labor force activities. 
For others, the relative time and effort 
of activities of men and women in 
household tasks may frame the gender 
issue. The dual burdens of women as 
homemakers and as workers in paid or 
unpaid employment compel the attention 
of many analysts. 


Marginality. Many of those who work 
in informal economies are marginalized 
by ethnicity and race, immigrant status, 
or geographic isolation. The perspective 
here, as with gender, is to concentrate on 
the characteristics of those who supply 
the labor in informal economies. The 
notion is that some informal economies 
are generated by marginalized people 
who have no economic alternative, or 
that particular informal economies are 
carried through by specific marginalized 
populations, as with gypsies and knife- 
sharpening. 


Family. The perspective here is to 
move away from economic analysis that 
examines individual economic actors to 
study the family as an economic unit 
that shapes the labor market participa- 
tion of its members. Among the im- 
portant issues that surface are who 
works at what, when, and how the 
income is utilized. It treats the family as 
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a production unit from the viewpoint of 
gaining command over resources rather 
than only as a consuming unit. The mix 
of household production, outside infor- 
mal economic activities, and mainstream 
economic participation is often the 
focus. Reciprocal economic activities of 
kin that do not involve monetary ex- 
changes are of special interest to many 
analysts. . 


Community. Similarly, a neighbor- 
hood or community perspective fastens 
on nonmonetary exchanges between resi- 
dents based on generalized notions of 
reciprocity and mutuality. If money is 
involved in such exchanges, it is much 
less than would be required in a main- 
stream economic transaction. A gender 
concern distinguishes between the nature 
of male and female services and products 
that are exchanged. 

Voluntary activities that do not in- 
volve expectations of reciprocity, as in 
aid to elderly members of the com- 
munity, provide a somewhat different 
perspective. These activities are contribu- 
tions to community solidarity and do 
not create obligations for those helped. 


Service provision. Many low-income 
neighborhoods lack important services 
and stores. Informal, itinerant entrepre- 
neurs often meet these needs. Fre- 
quently, they offer lower prices than 
those demanded in established outlets. 
The social network embedded in these 
kinds of entrepreneurial activities is at 
the center of a distinctive perspective. 

The social relations of production 
and consumption in informal economies 
furnish, then, a variety of ways of think- 
ing about these activities that differ 
from the usual style of economic thinking 
that abstracts market behavior from 
social connections and contexts. 
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Fiscal and 2 
regulatory perspectives 


- Still another set of perspectives fo- 
cuses on the flow of money through 
irregular economies and the issues posed 
by untaxed income and unmonitored 
work. : i 


_ Fiscal. The outlook here is to focus 
on the enormous loss in tax’ revenues 
because of the nonpayment of required 
taxes by informal economic structures. 
The estimates of tax loss vary enor- 
mously, though Susan Long’s study 
suggests that many tend to be exagger- 
ated.? Nonetheless, some economists con- 
tend that the hidden income-tax loss 
estimates demonstrate the disincentive 
effects of taxation and wage and other 
labor regulations. An overintrusive and 
expensive government produces an off- 
the-books defense; the remedy, in this 
view, is to reduce governmental activity, 
scope, and impact. 

One need not adhere to this ideologi- 
cal assessment of the sources of informal 
economies to assert the need for more 
vigorous enforcement of tax laws so as 
to recoup the lost taxes. The argument 
can shift to a class analysis of tax loss: 
are low-income people in informal econ- 
omies the chief source of tax losses, or is 
the tax loss primarily due to the engage- 
ment of formal enterprises and well-to- 
do persons in activities that are camou- 
flaged and bar the scrutiny of the Inter- 
nal Revenue Service? Progressives see 
the latter as the problem; conservatives 
fasten on the low-income as the main 
culprits'and see confiscatory tax rates as 
the cause of tax evasion by the well-to- 
` do. 


3. Susan Long, “Growth in the Underground 
Economy: An Empirical Issue” (Manuscript, 
Bureau of Social Science Research, 1980). 
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Some believe that the major issue of 
off-the-books activity is that it inflates 


governmental outlays for social pro- 


grams. Many receiving public welfare, 
housing assistance, food stamps, and 
Medicaid have incomes, it is. asserted, 
above the eligibility lines for these pro- 
grams but do not report their receipts 
from informal economies. The consequen- 
ces are that heavy social spendirig occurs, 


' leading to higher taxes, and macro- 


economic policies are mistakenly ori- 
ented toward reducing unemployment. 


Justice system. The other side of this 
concern for illegitimate receipt of public 
assistance is that ineligibles who receive 
it should be punished. More generally, 
tax evaders, whether poor or wealthy, 
should be brought to justice. The policing 
and prosecution of informal economies 
form an important perspective that dom- 
inates much of the discussion of informal 
economies. When the political attention 
cycle shifts back to welfare change, 
punishing low-income ineligibles re- 
celving public assistance becomes a 
focus. 


Crime. Organized crime is regarded 
by some as the major force in informal 
economies. Here, illegality is not seen in 
avoiding taxation but in the basic activity 
itself. How to reduce, eliminate, or 
punish organized crime, which is often 
calculated to be enormous in its take, is 
the major question. 

Petty crime is also an issue, especially 
in certain neighborhoods. It is of special 
concern where it involves young people 
who may adopt the criminal road as 
their major economic activity and where 
it disrupts community life. Hustling, 
interpreted as gaining money from illicit 
and near-illicit activities, is regarded as _ 
offering an economic way of life that 
competes successfully against the settling- 
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y r 
down processes of mainstream econ- 
omies. ` 


Regulation. This orientation is con- 
cerned with the informal economies’ 
violation of laws regulating labor prac- 
tices: violation of the minimum-wage 
provisions; hazardous worxing condi- 


tions; child labor. How to enforce the ` 


codes protecting those involved in em- 
ployment is the governing question, 
quite different from that posed by those 
concerned with social expenditures. 


Conditions of insufficiency 


This perspective focuses on the reality 
that some groups are coerced into irregu- 
lar work and are exploited by it. The 
perspective, which starts from the same 
concerns as the regulatory perspective, 
emphasizes the exploitation experienced 
by many in the informal economies. The 
general theme is the low income received 
by many, the insecurity suffered. Work 
in the informal economy is nət seen as a 
road to economic advance but as a dead 
end. Improving the conditions of those 
caught in informal economies is the 
issue. The concern with explcitation isa 
class perspective, focused on one of the 
groups worst off in society. 

Some ethnic groups have limited eco- 
nomic chances and are forced into the 
informal economies. At the present time, 
this pressure is particularly evident in 
the so-called new immigration of His- 
panics and Asians, Even those fully 
equipped with legal papers are often 
forced into off-the-books economic activ- 
ities with high degrees of exploitation. 

More generally, the-issue is the low 
incomes received by those ir informal 
economies. Often their incomes may not 
provide even bare subsistence. Children 
may have to work to augment family 


income. The conditions of work may be 
insanitary, harsh, and oppressive. Fre- 
quently workers have no protection or 
recourse. In short, informal economies 
can be bad places to work both economic- 
ally and environmentally. 

The multiple perspectives from which 
informal economies are viewed point 
not only to the limitations of focusing 
on the mainstream economy but also to 
the important variety of forces affecting 
nonmainstream activities. Where many 
forces are at work, differentiation of 
forms and processes, interests and ideolo- 
gies, appears. An informal economy is 
not a simple production or consumption 
mode but a complex interweaving of 
these and other influences. There is 
value in lumping together the variety of 
nonmainstream activities to highlight 
the limitations of conventional economic 
activity; there is also value in delineating 
the different types, sources, and conse- 
quences of informal economies. Their 
multiple roles, their pervasiveness, their 
durability mean that they have not only 
a past and a present but a future as well. 
What that future will be or should be is 
in doubt and will be only partly influ- 
enced by developments in the mainstream 
economy. Informal economies are not 
only responses to the latter. 


COMPETING POLICIES FOR 
INFORMAL ECONOMIES 


What policies should be adopted to 
deal with informal economies? Obvi- 
ously, the answer depends on perspective 
and interest. The basic choices are to 


drive out, pay up, improve, or expand. 


Drive out 


The drive-out choice seems largely 
unworkable except for a major on- 
slaught on organized crime and tax 
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evasion. Despite much rhetoric, not 
much success has been achiéved in re- 
ducing organized crime or corporate 
and high-income recipients’ evasions. 
Presumably, the lower tax rates in the 
1986 tax legislation would lower the 
incentive to evade by well-to-do and 
low-income populations. Perhaps. 

The omnipresence and persistence of 
informal economies strongly suggest that 
stamping them out has little possibility. 
Some forms are curtailed but others, 
especially small-scale activities, are hardy 
and recurring growths. 


Pay up 


The pay-up choice requires much 
more stringent policing. Whether it can 
- be achieved is largely a political decision 
about the degree of obtrusiveness, harsh- 
ness of penalties, and expenditures on 
policing that are possible. Past history 
suggests that—with the exception of 
policing of welfare recipients—too little 
would be done to be deeply effective. 
But some advances in taxing participants 
in informal economies—or excluding 
` them from social payments—could be 
achieved. 


Improve 
{ 


Governmental concern about infor- 
mal economies could follow the path of 
more governmental intervention. One 
step would involve extending present 
programs of Medicaid and Supple- 
mentary Social Insurance so that work- 
ers in informal economies who usually 
lack fringe benefits have a basic package 
of services and income that is not depen- 
dent on employment in the mainstream 
economy. A higher and more stringently 


enforced minimum-wage law would im- - 


prove the income flow from work in 
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informal economies. The counterargu- 
ment is that it would reduce the number. 


_ of jobs because labor costs would rise. 


A family-allowance scheme not con- 
nected to employment could significantly 
supplement the income: of low-income 
workers without requiring paperwork 
and identification of employments, which 
some would be reluctant to do. Stronger 
enforcement of occupational safety and 
health rules would require a resolute, 
and larger regulatory staff; therefore, it 
is not likely to be acceptable. Unioniza- — 
tion of informal work settings would 
make an enormous difference, but 
unions, as presently constituted, do not 
find such endeavors worthwhile; cer- 
tainly, organization of low-income work- 
ers is hard to carry through successfully. 
Perhaps new forms of economic associa- 
tion, connected to ethnicity or gender, 
might be more effective. The effect of 
strong wage pressure might, however, 
decrease employments in the informal 
economies. 


Expand 


Would governmental efforts to aid 
and expand informal economies auto- 
matically make them into mainstream 
activities? Assuming that this is not the 
case, low-cost loans directly provided by 
government or insured by it could facili- 
tate the starting up and continuity of 
informal jobs. Another way is increasing 
the flexibility of social programs so that 
groups of citizens could provide services 
in their communities and receive finan- 
cial support for them from government. 
The emerging pattern of treating welfare ` 
as an employment program is likely to 
increase involvements in informal econo- 
mies as welfare payments are treated 
increasingly as short- or long-term wage 
supplementation. The relatively low 
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wages and part-time work in informal 
economies would become more attrac- 
tive if additional income were available 
from public funds. The Hungarian legiti- 
mation and extension of informal factory 
production arrangements suggest that 
many ways could be found to energize 
informal economies in both capitalist 
and socialist societies. 

In a different view, government poli- 
cies that lead to various patterns of 
income ‘and wealth distribution could 
affect the demand for. and supply of 
informal economic arrangements. At 
this point it is not clear what pattern is 
most conducive or resistant to informal 
economic operations. More important, 
shaping income flows to increase infor- 
mal economic activity would have little 
political support. On the other hand, 
austerity—lower wages, reduced labor 
force, less public spending—as govern- 
ment and corporate policy to adjust the 
mainstream economy ‘to new interna- 
tional competitive conditions is likely to 
-generate informal economic activities to 
overcome the decline in employment in 
mainstream sectors. Austerity promotes 
informal economies. 

Training is often proposed as a transi- 
tional effort, a way of moving people 
from low-wage, informal sectors to 
better-paid, more stable mainstream em- 
ployments. Government training pro- 
grams have been severely, often unfairly, 
criticized. They tend to suffer from poor 
quality, poor choice of skills to develop, 
short-term periods, creaming, pushing 
people into poor jobs to show a place- 
ment record, inadequate support sys- 
tems, and so on. On the other hand, 
minorities who have been excluded from 
mainstream construction jobs and have 
had, as a result, to work in informal 
settings have been aided by some training 
programs. Since sizable public spending 
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on these programs occurs, improving 
them would seem a political possibility. 


THE FUTURE OF 
INFORMAL ECONOMIES 


What can be confidently said about 
informal economies is that. they are 
durable, pervasive, and flexible. As a 
consequence, all types of national econo- 
mies will experience phenomena that 
resemble informal economies in their 
nonofficialness. 

The political advantage of bringing 
together a great variety of economic- 
type activities under one label has to be 
accompanied by a detailed analysis of 
each of the different forms. If not, 
analysts are in a conceptual swamp 
where we are not helping one another 
but are pushing each other deeper into 
its murky depths. Which part of informal 
economies is under discussion should 
always be specified. ; 

The scale of each form or type of 
informal economy is one of the key 
issues. Are we dealing with a major 
activity or a minor one in this or that 
case? Size makes a difference. 

Linkage is another important issue. 
To what extent and in what ways is an 
informal economy activity intermeshed 
with the mainstream economy? How 
does it connect to social patterns? We 
should not assume linkages and connec- 
tions—that informal economies are in- 
strumental or functional imperatives— 
but we should search to see whether they 
are. Sometimes informal economies are 
relatively freestanding forms not deeply 
enmeshed with economic or social 
patterns. 

Informal economies have contingent 
consequences. How they work out de- 
pends on a number of other economic 
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and social influences. Consequently, we 
should not praise them as the wave of a 
more flexible future or condemn them 
as the remnant of a dying world. It all 
depends. These contingent influences 
need close examination if we are to 
understand how and why informal econ- 
omies have the impacts that they do. 

Like most things, informal economies 
exhibit a duality. They have positive 
features; they have negative features. 
Recognizing both is important. Efforts 
to reshape informal economies also can 
have such mixed effects—for example, 
improving informal jobs may decrease 
their numbers. 

The adequacy of the concept of infor- 
mal economies is not the issue. The basic 
question is how we should think about 
nonmainstream economic activities in 
three relations: their connections to the 
mainstream economy, to social institu- 
tions, and to the conditions of those 
involved in them. This issue of The 
Annals shows that we are making head- 
way in all three respects. 

It is likely that informal economies 
will have a renewed resurgence. In social- 
ist societies, the widened legitimation of 
market,. nonsocialist production will 
lead, if it is continued, to more activities 
.Tegarded .as in.the informal economic 
spheres. In the United States and perhaps 
some other capitalist nations, new immi- 
grants are likely to swell informal eco- 
nomic activities. Austerity, as I have 
noted, will also have that effect. The 
slowing down of economic growth could 
mean that informal economies will be- 
come more important even if they do 
not expand mightily. Their relative sig- 
nificance may become greater because 
of the difficulties of the mainstream 
economy. . 

From a policy point of view as well as 
from that of alternative economics, the 
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major question is: Under what. con- 
ditions can quality informal economies 
flourish? Diverse circumstances are like- 
ly to lead to expansion of some informal 
economies but growth is not necessarily 
a qualitative improvement. 

A second policy question is to what 
extent the focus should be on improving 
and hastening transitions from informal 
economies to mainstream ones or on 
qualitative improvement of informal sec- 
tors. Concentrating exclusively on either 
may work to the detriment of the other. 

As mentioned at the beginning, the 
existence of informal economies ques- 
tions the accuracy and usefulness of 
formulations about mainstream econo- 
mies and neoclassical economic analysis. 
A fundamental issue of the politics of 
intellectual analysis underlies this doubt. 

To a large extent, the enormous 
amount of attention to informal econo- 
mies in- recent years is an effort to 
undermine or weaken the hegemonic ` 
role of mainstream economic thinking, — 
which is largely neoclassical in its bases. 
Attention to informal economies re- 
connects economics to society, to con- 
crete individuals in specific settings trying 
out actions to improve their lives. The 
informal economic viewpoint threatens 
the neoclassical perspective that univer- 
sally useful concepts that divorce eco- 
nomic functioning from social structures 
are adequate in analyzing activities that 
are termed economic. Whatever the pre- 
sent limitations of the concepts and 
empirical work of informal economies, 
the search for a fuller understanding of 
the wide range of activities that are 
somewhat economic is necessary for 
realistic economic policies and for over- 
coming-the damage resulting from the 
artificial separation of economy from 
society. | 
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Does Jobless Mean Workless? 
Unemployment and Informal Work 


By RAYMOND E. PAHL 


ABSTRACT: The spate of interest in informal work in recent years may 
be related to the hope that such work provides a safety net or survival 
strategy for those who would otherwise be seriously disadvantaged. Closer 
examination of this notion requires the disaggregation of informal work 
into its different forms and also the disaggregation of the unemployed into 
distinctive categories. The so-called new unemployed people, produced by 
the economic circumstances of the last decade, have no tradition of 
working informally to get by. Indeed, most evidence suggests that those in 
employment are best placed to do other forms of work as well. A detailed 
sociological study of the Isle of Sheppey in Kent, England, illustrates both 
divisions in participation in forms of work between men and women and , 
also a process of polarization between work-rich households, with multiple 
earners engaging in all forms of work, and work-poor households, typically 
headed by elderly people, single parents, or unemployed people. The social 
polarization is likely to increase. The article concludes that jobless indeed 
means workless. | 
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UNEMPLOYMENT AND INFORMAL WORK ` 


NY society that has to sustain high 
levels of unemployment for long 


periods of time has a problem with its ` 


conscience. All Western industrial coun- 
tries have the problem to a greater or 
lesser extent. In many countries the 
unemployment rate is more likely to be 
steady or increasing rather than declin- 
ing. The proportion of those unemployed 
for over a year is also increasing. Mani- 
festly, the problem is showing no sign of 
going away.! 

Faced with this troublesome burden 
on their collective consciences, nations 
resort to various strategies to numb the 
pain for those in employment—if not 
for the unemployed themselves. The 
problem will, it is hoped, be solved “in 
time” or “when we get the economy 
right.” The statistics, it is claimed, are 
inflated by those who “do not really 
want a job,” or they include many who 
are passing through a period of unemploy- 
ment before finding a new job, albeit at a 
lower rate of pay, elsewhere. These 
various notions rest on the idea that the 
present high levels of unemployment are 
the product of anecessary and ultimately 
beneficial period of transition, as the 
first industrial nations readjust to an 
industrial restructuring involving the 
decline of the old smokestack industries 
and the growth of new high-technology 
and service industries.” 

However, these conscience-numbing 
devices are not as effective as they might 
be. Government statistics give no indica- 


l. Organization for Economic Cooperation 
and Development (OECD), Employment Outlook 
(Paris: OECD, 1986). 

2. For contrasting views on the consequences 
of this for Britain, see, for the optimistic version, 
Great Britain, Department of Employment, Employ- 
ment: The Challenge for the Nation, Cmnd. 9474, 
1985; and for a much gloomier version, Report 
from the Select Committee on Overseas Trade, HL 
1984/5, 238, vols. 1, 2 (Aldington Report), 1985. 
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tion of any return to full employment in 
the short term; long-term unemployment 
continues its proportionate increase and 
the U.S. Bureau of Labor Statistics 
provides regular reports on the inade- 
quacy of high-tech industries as the 
source for new jobs.3 


SURVIVAL STRATEGIES 
OF THE POOR: 
AN INFORMAL SAFETY NET? 


Faced with such setbacks, and recog- 
nizing the extreme difficulty of getting 
by without the benefit of earned income, 
for those who do not have access to 
unearned income, an assumption has 
gained ground in recent years that the 
unemployed must have some survival 
strategies that have hitherto been over- 
looked.‘ The possibility that unemployed 
people are engaged in other forms of 
work is, of course, a mixed blessing. It is 
certainly agreeable for those responsible 


3. Richard W. Riche, Daniel E. Hecker, and 
John U. Burgan, “High Technology Today and 
Tomorrow: A Small Slice of the Employment 
Pie,” Monthly Labor Review, 106(11):50-58 (Nov. 
1983); John A. Alic and Martha Caldwell Harris, 
“Employment Lessons from the Electronics Indus- 
try,” ibid., 109(2):27-36 (Feb. 1986). 

‘4, Some representative examples from a 
larger literature include Jason Ditton and Richard 
Brown, “Why Don’t They Revolt?” British Journal 
of Sociology, 32(2):521-30 (1981); Kent Mathews, 
“National Income and the Black Economy,” Jour- 
nal of Economic Affairs, 3(4):261-67 (1983); P. 
Gutmann, “Are the Unemployed, Unemployed?” 
Financial Analysts Journal, pp. 26-29 (Sept. 1978): 
Rolf G. Heinze and Thomas Olk, “Development 
of the Informal Economy: A Strategy for Resolving* 
the Crisis of the Welfare State,” Futures, pp. 189- 
204 (June 1982); Richard Rose, Getting hy in 
Three Economies: The Resources of the Official. 
Unofficial and Domestic Economies (Glasgow: 
University of Strathclyde, Centre for the Study of ’ 
Public Policy, 1983); Wulf Gaertner and Alois 
Wenig. eds... The Economics of the Shadow Econ- 
omy (New York: Springer-Verlag, Heidelberg. 
1985). 
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for running the economy to think that 
those not earning wages are not having 
too bad a time. However, it is less 
acceptable to face the possibility that 
there are alternative and, possibly, more 
congenial ways of surviving in contem- 
porary industrial society. If a component 
of contemporary economic strategy is 
the belief that high unemployment bene- 
fits employers by ultimately reducing 
the overall wage level, then such a 
strategy would be undermined if the 
unemployed were busily engaged in vari- 
ous forms of hidden work. So what may 
be good for placating the conscience 
may be bad for monetarist economic 
doctrines.5. 

This, then, is the part of the context in 
which work outside employment has 
been discussed. Much of the scholarly 
activity both in the United States and in 
Europe has been devoted to a debate 
about defining and measuring an econ- 
omy described as hidden, submerged, 
irregular, informal, or whatever. This 
economy comprises the work that govern- 
ments found difficult to tax effectively 
and that eluded economists’ capacity to 
measure and analyze. Since relatively 
little was known about this work a 
decade or so ago, it was not surprising 
that it was defined in terms of its 
elusiveness.® 


THE NEED TO DISAGGREGATE 
INFORMAL WORK 


Unfortunately, the more that was 
discovered about irregular or hidden 


5. For a lively and informed introduction to 
these issues, see Philip Mattera, Off the Books 
(London: Pluto Press, 1985); see in this context 
chap. 6, “The Government’s Dilemma.” 

6. Edgar L. Feige, “How Big Is the Irregular 
Economy?” Challenge, pp. 5-13 (Nov.-Dec. 1979); 
OECD, Empioyment Outlook, chap. 3, “Concealed 
Employment.” 


work outside employment, the more it 

became doubtful whether this work was 

disproportionately benefiting poor and 

unemployed people.’ First, and most 

obvious, much hidden or irregular work 

is associated with being employed. Re- 

ceiving extra goods, services, or income. 
from an employer that is not declared to 

the tax authorities, using the workplace 

to produce goods, provide tools, or as a 

locus of pilfering are all ways of adding 
to one’s informal income that are not 

available to those who are unemployed. 

Second, British tax authorities have 
repeatedly emphasized that one of the 

main sources for the loss of tax revenue 

is among the self-employed and small 

companies, particularly family: com- 

panies. Some British evidence shows 

that in 1981, 87 percent of a sample of 
smaller cases investigated by the revenue 
authorities yielded additional tax in- 
come. The encouragement of small busi- 

nesses and self-employment will almost 

certainly lead to a growth in the hidden 

economy and the loss of tax revenue.® 

However, even large companies can be 

guilty of fraudulent activity adding sub- 

stantially to the loss of tax revenue: 


The fraud may take the form of the omission 
of takings, the overstatement of business 
expenses or the charging to the business of 
private expenditure on behalf of the main 
shareholder or shareholders (as with the 
unincorporated trades), or of more sophisti- 


7. Stuart Henry, “The Working Unemployed,” 
Sociological Review, 30(3):460-77 (1982); Ian 
Miles, “Adaptation to Unemployment” (SPRU 
Occasional Paper no. 20, University of Sussex, 
England, 1983); Claire D. Wallace and Raymond 
E. Pahl, “Polarisation, Unemployment and All 
Forms of Work,” in The Experience of Unemploy- 
ment, ed. S. Allen et al. (New York: Macmillan, 
1986). 

8. Committee on Enforcement Powers of the 
Inland Revenue Report (hereafter cited as Keith 
Report), Cmnd. 8822, Mar. 1983, tab. 21, p. 270. 
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cated devices which seek to shift profits from 
one accounting period to another or to 
conceal them altogether. Some cases involve 
the fabrication of invoices or other documen- 
tary evidence; others involve the illegal trans- 
fer of profits to a tax haven outside the UK.’ 


: Similarly, in the United States, James 
'D. Smith has categorically asserted that 
“it would be incorrect... to assume that 
the underground economy is predom- 
inantly a force for more egalitarian 
distribution of income or a more equit- 
able tax system.”!© In this case Smith is 
referring to all market activity, legal or 
illegal, that escapes the eye of the na- 
tional income accountants. From this 
point of view, drug trafficking, illegal 
gambling, and prostitution are part of 
the underground economy activities, 
which Smith laconically notes “are no 
strangers to the richest decile of the 
population.”!! There is a substantial 
literature on the vexed question of 
whether the poor and unemployed are 
more likely to commit crimes than the 
rich and the employed.!2 On the face of 
it, it would seem inherently implausible 
that a newly redundant steelworker or 
clerical worker either is equipped for or 
desires a life of crime. A distinction must 
clearly be made between, on the one 
hand, traditional unemployment among 
unskilled, casual workers in particular 
cities and regions and, on the other, the 
new unemployment resulting from the 
industrial restructuring of the last de- 
cade. We may conclude, third, that it 
would be most unwise to label unem- 
ployed people as members of a new 

9. “The Black Economy: Note by the Inland 
Revenue and Customs and Excise,” note 41, Keith 
Report, p. 771. 

10. James D. Smith, “The Invisible Other 
Hand: The Informal Economy of the United 
States,” mimeographed (Ann Arbor: University of 
Michigan, Survey Research Center, 1982), p. 1. 


11. Smith, “Invisible Other Hand,” p. 2. 
12. Mattera, Off the Books, chap. 5. 
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criminal class. Politicians of the Right 
are particularly anxious to avoid ac- 
cepting such a conclusion, in order to 
avoid simpleminded public correlations 
of monetarist economic doctrines and 
increasing crime. 

A fourth area of informal work in- 
volves a range of goods and services 
related to the maintenance of the do- 
mestic dwelling and private cars, to- 
gether with a whole range of domestic 


tasks and child care. Carpenters, plumb- 


ers, electricians, hairdressers, window 
cleaners, child minders, gardeners, and 
a host of others are paid directly in cash 
or, perhaps, indirectly by reciprocal 
exchange of other goods or services. 
Here, it might be confidently assumed 
that those not in formal employment 
have the advantage. For those who lack 
economic resources there is said to be a 
kind of social capital in long-established 
neighborhoods and communities, such 
that those who encounter misfortune 
are aided by those have more resources, 
whether of time, money, or goods and 
services. This approach, which has long 
antecedents, is based on assumptions 
about mutual aid among both kin and 
nonkin, brought about by long-standing 
social relationships cemented through 
propinguity. While there may be some 
discussion about how far such commun- 
ity supports have been eroded by urban 
renewal and consumerism, many com- 
mentators still emphasize this response 
to adversity. Thus, for example, Lowen- 
thal has said that “although needs may 
go unmet and thus give rise to problems 
such as poor health and sub-standard 
housing... many needs are provided for 
not through money income, but by the 
social networks and mutual aid.systems 
that people participate in.”!5 
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Certainly, such argumen‘s have force 
in the long-established centers of depriva- 
tion, but it is hard to see hcw they could 
apply to, say, displaced workers in an 
area without any strong tradition of 
poverty or unemployment. The survival 
_ strategies of the poor cannct be assumed 
to be a readily available alternative life- 
style for displaced steelworkers. On the 
_ contrary, evidence from detailed empiri- 
cal research in South Wales suggests 
that informal patterns of work based on 
reciprocity and cash transéctions arose 
out of the common experien of meeting 
daily in the steelworks. The collapse of 
the industrial basis of empk:yment car- 
ries with it a collapse of the social and 
material base for informal work as well.'4 
Much work outside emp-oyment in- 
volves access to tools, transport, and 
markets—all of which require money. 
You need money to make money. Newly 
impoverished and unemploved people 
may have the time and, inde2d, the skills 
to work informally for themselves. How- 
ever, if the experience is novel and 
unexpected, it may be difficult to break 
into already established patterns of infor- 
mal work. 

Evidence from surveys in Europe and 
the United States shows thal the unem- 
ployed in general are not Ekely to be 
involved in gaining much extra money 
from informal work, despize such ac- 
tivity being relatively widespread. A 
national representative sample of un- 
employed people, commissioned by the 
Economist Intelligence Unit in Britain 
in 1982, showed that while 23 percent 
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tions, ed. S. Henry (New York: St. Martin’s Press, 


1981), p. 91. 

14. Lydia D. Morris, “Patterns of Social Ac- 
tivity and Post-Redundancy Labou--Market Ex- 
perience,” Sociology, 18(3):339-52 (#984). Further 
papers relating to this research are awailable from 
the Department of Sociology and Social Anthro- 
pology, University College of Swansea, Wales. 
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had done jobs for other people, only 4 
percent of these had received payment in 
cash, most of these being in groups that 
had received further education.!5 
Evidence from a national sample of 
the U.S. population carried out in 1981 
by the Institute for Social Research at 
the University of Michigan asked about 
the opportunities people have to buy 
goods and services from persons who 
sell them on the side. The conclusions 
certainly did not support the assumption 
that this kind of informal activity is 
limited to the poor and less privileged. 
The author of this study concluded that 
the “mean amount spent in the informal 
economy increases rather systematically 
with level of income. In general there are 
no surprises in the characteristics of 
buyers doing business in informal mar- 
kets; they are pretty much a cross- 
section of the US population. ™!6 Similar 
conclusions have been adduced for other 
countries of the Organization for Eco- 
nomic Cooperation and Development. !7 
From the discussion so far, it is clear 
that there are many components of the 
underground economy and irregular 
work. One of the most important distinc- 
tions is whether the work is paid or 
unpaid. Much of the unpaid work out- 
side employment is done by women 
making it, in a sense, doubly invisible. 
The essential point, central to a discus- 
sion of the question of whether jobless 
does indeed mean workless, is that both 
the forms of work and the jobless have 
to be disaggregated in order for the 
discussion to be meaningful.!® 


15. Economist Intelligence Unit, Coping with 
Unemployment: The Effects on the Unemployed 
Themselves (London: Economist Intelligence 
Unit, 1982). 

16. Smith, “Invisible Other Hand,” p. 14. 

17. OECD, “Concealed Employment.” 

18. Jonathan I. Gershuny, “Prospects and 
Policies for the Informal Economy,” mimeo- 
graphed (Bath: University of Bath, 1986); Jan G. 
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THE NEED TO DISAGGREGATE ' 
THE UNEMPLOYED = 


The survival strategies and options 
for informal work inevitably vary be- 
tween, say, an unemployed female cleri- 
cal worker obliged to support two de- 
pendent children on ber own and an 
unemployed plumber, with his wife still 
in employment. There is a danger that 
use of a generic label such as “the 
unemployed” will bring to mind an 
image of adult, probably unshaven, men. 
Clearly, this stereotype has to be modi- 
fied. Nearly half of all those unemployed 
in North America in 1979 were aged 
between 16 and 24, and in Australia it 
was as high as 56 percent. These propor- 
tions had declined by about 10 percent- 
age points by 1985, partly due to a 
modest economic recovery, partly due 
to changes in the demographic structure, 
and partly due to the expansion of social 
measures that have taken many young 
people out of the labor force,!9 such as 
the youth training scheme and other 
programs financed by the U.K. govern- 
ment’s Manpower Services Commission. 
However, it is important to recognize 
that for most of the countries of the 
Organization for Economic Cooperation 
_ and Development, out of every 10 people 
unemployed 3 or 4 will be aged 24 or 
younger. The proportion in Europe 
has grown to 46 percent for those who 
have been unemployed for one year or 
longer. It seems likely that it will not be 
long before half of all unemployed people 
in Europe will have been out of work for 
a year or more. In Sweden in 1985 half 


Lambooy and Piet H. Renooy, “Informal Econ- 


omy and the Labour Market: Relations with the 
Economic Order,” mimeographed (Amsterdam: 
University of Amsterdam, Institute of Economic 
Geography, 1986); OECD, “Concealed Employ- 
ment.” | 

19. OECD, Employment Outlook, p. 33. 

20. Ibid. 
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of all the long-term unemployed were 
women; in France, 57 percent and in 
Germany, 65 percent. The proportion in 
the United Kingdom in that category 
was 23 percent, and in the United States, 
33 percent.?! Clearly, any attempt to tie 
patterns of work outside employment to 
an undifferentiated category of the unem- 
ployed is fraught with difficulties, al- 
though this has not deterred some ob- 
servers from making the attempt.” More 
recent work, however, has thrown into 
question such attempts at classification.# 

It might be prudent to-pause at this 
point in the discussion. There is substan- 
tial historical and anthropological evi- 
dence that the poor do, indeed, have 
distinctive survival strategies in a variety 
of periods and contexts. A shrewd ob- 
server might adduce apparently contra- 
dictory evidence and I have even reported 
such evidence myself.”4 It was precisely 
because I considered that “shadow wage 
labour” or unrecorded economic activity 
might provide some kind of solution to 
the problems of deindustrialization and 
high levels of unemployment that I 
established a relatively large-scale re- 
search project to clarify in detail who 
did what work for whom and whether or 
not it was paid.” 


21. Ibid., p. 34. 

22. See fn. 4. 

23. Mattera, Off the Books, Wallace and 
Pahl, “Polarisation, Unemployment”; Raymond 
E. Pahl, “The Politics of Work,” Political Quar- 
terly, 56(4):331-45 (Oct.-Dec. 1985). 

24. Jason Ditton, “Perks, Pilferage and the 
Fiddle: The Historical Structure of Invisible - 
Wages,” Theory and Society, 4:1-38 (1977); Carol 
B. Stack, All Our Kin: Strategies for Survival in a 
Black Community (New York: Harper & Row, 
1974); Raymond E. Pahl, “Employment, Work 
and the Domestic Division of Labour,” Jnterna- 
tional Journal of Urban and Regional Research, 
4(1):1-20 (1980); Enzo Mingione, “Informaliza- 
tion, Restructuring and the Survival Strategies of 
the Working Class,” ibid., 7(3):311-39 (1983). 

25. The research focused on the Isle of Shep- 
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THE ISLE OF SHEPPEY: 
A DETAILED CASE STUDY 


The study site was chosen because, 
following preliminary fieldwork in other 
areas, I was constantly assured that if I 
was looking for somewhere where people 
were engaged in irregular work I would 
be hard-pressed to find a more suitable 
locale. My intention was to find a place 
where there was a substantial amount of 
unemployment—by the end of the study 
the proportion had reached 20 per- 
cent-—-and there weré apparently good 
opportunities for work outside employ- 
ment. If those who were unemployed 
were less likely to be engaged in informal 
work in such a context, they were un- 
likely to be doing it where conditions 
were less favorable. The Isle of Sheppey 
was an extremely good choice for my 
purpose and while it is true that no one 
locale can be said to be typical of the 
- aggregation of locales that makes up a 
society, nevertheless the processes at 
work are certainly likely to apply uni- 
versally and are, therefore, generaliz- 
able. I began by making a detailed 
. historical study of the island. There had 
been an industrial work force on the 
island since the early eighteenth century, 
based on the Admiralty Dockyard at 
_ Sheerness. 

The dockyard fitted out and repaired 
ships but did not construct them and 
hence was not what we might call a 
shipyard. It had dry and wet docks into 


pey, the site of a port and much heavy industry, 


which is situated in the Thames Estuary off the 
coast of Kent, England. A l-in-9 sample of 
households was interviewed in the summer of 
1981, yielding 730 cases, a response rate of 79 
percent. The research was funded by the British 
Social Sciences Research Council from 1980 to 
1983. A full report appears in Raymond E. Pahl, 
Divisons of Labour (New York: Basil Blackwell, 
1984), 


which ships went for repair. There was a 
long tradition of doing personal jobs at 
work, using the equizment and tools of 
the dockyard workshops. There was 
also a tradition of occupational theft, as 


houses were improved or largely built 


using Admiralty paint and timber. More 
recently there was a tradition of building 
or extending homes: both building land 
and property were su>stantially.cheaper 
than on the mainland. Finally, the dock- 
yard was closed and-was replaced by a 
port importing a vaciety of goods in- 
cluding, initially, New Zealand. lamb, 
bananas, oranges, aad wine but later, 
more typically, cars and containers. The 
opportunities for pilserage in the years 
before the main fieléwork commenced 
were substantial.26 

The dockyard had developed a tradi- 
tion of craft skills in tae community and 
yet Sheppey is still largely rural in 
character with oppor-unities for shoot- 
ing duck, trapping rabbits, as well as 
fishing. 

The research strategy undertaken by 
Claire Wallace and m7self followed that: 
pioneered by Fermanand his colleagues 
at the University of Michigan.” Initial 
fieldwork over a penod of two years 
before the survey was zarried out helped 
to establish a list of tasks in and around 
the home that might Ee done by friends 
or neighbors for payment or for recipro- 


26. Raymond E. Pahl, ‘The Restructuring of 
Capital: The Local Politica- Economy and House- 
hold Work Strategies,” in Social Relations and 
Spatial Structures, ed. Demek Gregory and John 
Urry (New York: Macmillen, 1985). 

27. Louis A. Ferman, Louise Berndt, and 
Elaine Selo, “Anatysis of the Irregular Economy: 
Cash Flow in the Informal Sector,” Report to the 
Bureau of Employment ard Training, Michigan 
Department of Labor, mimeographed (Ann Ar- 
bor: University of Michigen, Institute of Labor 
and Industrial Relations; Detroit, MI: Wayne 
State University, 1978). 
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cal services. In addition, information 
was gathered on extra work done for the 
main or another employer or for anyone 
else who might provide income. Hence it 
was possible to provide a matrix of all 
the forms of work in which members of 
the household engaged, together with a 
fairly accurate measure of the sources of 
labor on which they drew to get work 
done in and around the household. Four 
types of work were distinguished: 


l ewl done by members of a house- 
hold with their own tools and in 
their own time for themselves. This 
provides a range of goods and 


services—from homegrown vege- 


tables to the repair of car brakes— 
and has been referred to by others 
as the “domestic” or “household 
economy.” We prefer the term 
“self-provisioning.” 

— work outside formal employment 
. for others, outside the household, 
which is remunerated. This is gener- 
ally known as wOEAE on the 
side.” 

— work done for others outside the 

‘ - “home that is not paid for in money 
but is repaid in favors or in kind. 
This may or may not be calcula- 
tive—as when reciprocities are, as 
it were, converted into cash terms. 
Sometimes such work is simply 
part of an affective involvement 

with others. 

— work outside the household ‘to 
obtain food or materials without 
‘involving anyone else or without it 
necessarily being illegal. Such activ- 
ity would include fishing, ferreting, 
“totting,” and scavenging-type 
activities. l 


Information was gathered about the 
present occupation of all members of 
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the household and the job histories of 
respondents. A main concern of the 
study was to explore the relatively unre- 
searched area of the divisions of labor 
by gender in the four forms of work that 
were distinguished. 

Self-provisioning, the most substan- 
tial form of informal work, cannot be 
understood in relation to one partner’s 
activity alone. While men and women 
have their distinctive spheres—men fix 
cars, women knit and sew-—there was an 
increasing tendency for certain deco- 
rating and home-improvement tasks to 
be shared by both partners, who may be 
heavily involved in this kind of work. 
Work on the side, which may or may not 
be illegal, was also undertaken by both 
men and women. Men may fix cars for 
cash; women scrub pub floors or work 
in the fields picking fruit and vegetables. 
As a parallel to the formal labor market 
there appeared to be an informal labor 
market segmented between men and 
women—and indeed between young and > 
old. Little research has been done on the 
relative monetary rewards of men’s infor- 
mal work and women’s informal work, 
but we do know that much of the formal 
work women do is very poorly. paid. In 
the third category—unremunerated sup- 
portive reciprocity—there was again a 
division of labor by gender. Women 
were more likely to provide emotional 
and social support—caring for other 
children, shopping for the elderly, lend- 
ing food, and similar assistance in re- . 
solving day-to-day crises in the commun- 
ity. For men, on the other hand, favors: 
were provided on an occasional basis 
and included such things as lending 
tools or helping to mend a fence or lay a 
path. In short, asin the formal economy, 
women were more likely to do caring 
work and men to do:practical, manual 
work. Finally, the work we termed sca- 
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venging was almost entirely done by 
men. 

In order to more thoroughly explore 
the socioeconomic characteristics of the 
households most likely to us2 this form 
of labor we devised a scale to measure 
the amount of informal work engaged in 
by the household. The conclusions were 
somewhat paradoxical. Those who used 
the most informal unpaid labor were 
either those who could not afford to pay 
but needed to complete tasks—most 
likely single-parent families and retired 
single people—or those who were weli 
placed to reciprocate informal work— 
namely, women under 35 with growing 
children. Clearly, reciprocal child-care 
arrangements fall into this category. 
These conclusions demonstrate that the 
range of domestic tasks that most house- 
holds need to have done depends on the 
division of labor by gender in the home. 
Where one partner is missing, the nec- 
cessary labor has to come from outside 
the household. 

Turning to the supply side of this 
form of work, the data are much richer. 
Table 1 shows unpaid informal work 
done for others by the separate male and 
female respondents and their economic 
activity. 

From this will be seen that the unem- 
ployed men are the least likely to engage 
in such work and the unemployed women 
are the most likely. One possible explana- 
tion for this finding has already been 
mentioned, namely, the nature of the 
_ gender-linked tasks that are done for 
others. Table 2 shows the types of work 
that are done by respondents. It will be 
seen that men are more likely to do 
home improvements such as minor re- 
pairs, carpentry, decorating, and garden- 
ing—all fixed tasks that could have a 
price and could, therefore, be interpreted 
as illegal work that could be reported. 


SOCIAL POLARIZATION 


Taking all these forms of work togeth- 
er, and including engagement in the for- 
mal economy, it was found that rather 
than one form of work being a substitute 
for another—for example, work on the 
side substituting for formal employ- 
ment—there appeared to be a process of 
polarization. This resulted in those in 
formal employment being more likely to 
do more self-provisioning and informal, 
irregular work as well. The cumulative 
effect of the process was that there were 
some very busy productive households 
at one pole and at the other pole there 
were households unable to engage’ in 
little more than communal reciprocity 
and scavenging—indeed, some house- 
holds could not even engage in these 
forms of work.?8 

Previous publications reporting the 
main findings of our research have not 
given particular prominence to the unem- 
ployed. Rather, they have focused on 
the way all forms of work have become 
concentrated in the more affluent house- 
holds with multiple earners. For in- 
stance, a high proportion of working- 
class households with multiple earners 
earn more than those middle-class house- 
holds with only one earner. These are 
the working-class households most likely 
to be engaged in buying their own 
dwelling from the local authority or in 
making all kinds of interior improve- 
ments if they already own it.2? This 
increasing divergence between house- 
holds with multiple earners—and hence 
high income—undertaking many forms 
of work and those households with no 


28. Raymond E. Pahl and Claire Wallace, 
“Household Work Strategies in Economic Reces- 
sion,” in Beyond Employment, ed. Nanneke Red- 
clift and Enzo Mingione (New York: Basil Black- 
well, 1985). 

29. Pahl, Divisions of Labour. 


UNEMPLOYMENT AND INFORMAL WORK ` 


TABLE 1 
ECONOMIC ACTIVITY OF RESPONDENT, BY WHETHER HE OR SHE 
ENGAGES IN UNPAID INFORMAL WORK OUTSIDE THE HOUSEHOLD 








Does Respondent Engage In Informal Activity 
Outside the Household? 





Formmail Economic Men Women Total 
Activity of Yes No Total Yes No Total 
Respondent (%) (%) (N) (%) (3) (N) (N) z 
Full-time work 31 69 206 21 79 81 287 
Part-time work 40 60 5 21 73 76 81 
Unemployed 19 81 26 37 63 16 - 42 
Retired 21 79 63 22 78 85 148 
Fuil-time housework 0 100 4 23 77 168 169 
Other/Did not answer — — 1 ~ —— — 1 
p 28 72 23 7? 

N 84 218 302 96 330 426 728* 





SOURCE: Author's tabulations from the Sheppey Survey, 1981. For detalls of this survey, 
sea Gill Courtenay, /s/e of Sheppey Study: Technical Report, report no. P. 631 (London: Social 


and Community Planning Research , 1982). 


NOTE: The question on the interview schedule was, “Are there any jobs that you do outside 


your home, for other people?” 


*Two respondents failed to give information. 


TABLE 2 
TYPE OF INFORMAL WORK FOR OTHERS BY GENDER 








Man Women Total 
Type of Informal Work N % N % N % 
Routine domestic work 11 18 49 82 60 22 
Social support 6 18 28 82 34 13 
Personal services 1 8 11 92 12 13 
Home improvement 72 87 11 13 83 31 
Formal community work 11 35 20 65 31 12 
Transport 4 44 5 56 9 3 
Other help 19 48 21 53 40 15 
Total 124 46 146 54 263 — 100 





SOURCE; Author's tabulations from the Sheppey Survey. For details of this survey, see Cour- 


tenay, /sle of Sheppey Study. 


earners and with low income we have 
termed social polarization. 

In this process of polarization, it 
appears that the loss of employment has 
implications for the degree of involve- 
ment of household members in other 


forms of work. It is now clear that there 
is no direct substitution of various forms 
of informal work for the loss of employ- 
ment. Indeed, as O'Higgins has demon- 
Strated, there is a positive relationship 
between the hidden economy and the 
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strength of the formal economy and not 
the other way round.® 

As a result of surveying a number of 
studies, including the researck. previously 
referred to in this article, the Organiza- 
tion for Economic Cooperation and 
Development’s Employment Outlook 
for 1986 concluded: 


The inequalities of declared inccme are very 
often carried over into concealed employ- 
ment. The small-scale jobs common in con- 
cealed employment tend to go to families 
whose heads already have full-time work. 
The unemployed, and especially the long- 
term unemployed, have relatively low levels 
of skill or training and impaired social 
contacts. They would seem to be particularly 
badly placed in any attempt to find concealed 
employment.?! 


EXPROPRIATION OF THE 
POOR BY THE MIDDLE MASS 


The reasons for this social polariza- 
tion—the so-called Matthew Effect: to 
them that hath more is given abundantly 
while even that which the poor hath is 
taken away—are complex. Part of the 
answer is the democratization of skills 
through technological advances in the 
do-it-yourself industry. Jobs that in the 
past would require hiring a skilled crafts- 
man can be done by a much wider range 
of people, using their own tools in their 
own time. Earlier research on this topic 
emphasized the need for time but neglec- 
ted to consider the cost of tools, trans- 


30. Michael O’Higgins, “The Relationship be- 
tween the Formal and Hidden Economies: An 
Exploratory Analysis for Four Countries,” in 
Economics of the Shadow Economy, ed. Gaertner 
and Wenig. 

31. OECD, Employment Outlook, p. 77. 


port, and materials. I have interviewed 
unemployed men in homes where much 
work needed doing, but they did not 
have the resources to buy materials. 
People with their own tools and ma- 
terials owning their own dwellings and 
cars and having spare time, perhaps as a 
result of longer holidays or shift work, 
have the resources to do more self- 
provisioning. They are also more likely, 
as my Sheppey Survey demonstrates, to 
do more work for other households and 
also perhaps to take a second job as a 
moonlighter. Those in employment are 
best placed to find more work, both 
formal and informal. Those who are 
unemployed find opportunities taken 
away from them, and they are often 
afraid to risk taking unemployment bene- 
fits while doing extra work.32 

Work outside employment, particu- 
larly if it is potentially income gener- 
ating, has been expropriated by the 
work-rich households. To be sure, the 
low-paid and sweated twilight employ- 
ment is left for the jobless as, too, is the 
unpaid work of caring and support 
carried out almost entirely by women. 
Those who wish to encourage all forms 
of.work, particularly for the long-term 
unemployed, need to recognize that most 
informal or irregular work is dependent 
on having the money to supply tools, 
transport, materials, and social con- 
tacts. Without a basic income support 
the polarization between work-rich and 
work-poor households is likely to con- 
tinue to increase. 

32. Rachid Foudi, Frangois Stankiewicz, and 
Nicolas Vaneecloo, “Les chomeurs et l’economie 
informelle,” in Travail noir (Lille: University of 
Lille, Laboratoire d'analyse des systemémes et du 
travail, 1982), pp. 11-124. : 
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Technology, Social Innovation, and the 
Informal Economy 


. By JONATHAN GERSHUNY 


‘ABSTRACT: Unpaid work in the home is an important contributor to 
national wealth: very nearly half of all work in a modern economy takes 
place outside the formal economy. A major effect of new technology is to 

 increasé the extent of informal production through the development of new 

productive equipment for installation in private households: Domestic 

' production becomes more efficient, and the pattern of demand for 

commodities from the formal economy is changed: we buy goods rather 

than services. This article uses evidence about historical changes in the 

; patterns of use of time, from a number of different developed countries, to 

investigate the effect of technical change on the relationship between the 
formal and informal economies. 
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ONVENTIONAL economics is con- 
cerned to an overwhelming extent 
with the formal economy—with those 
human activities that are mediated 
through monetary exchanges. The yearly 
published government figures on eco- 
nomic activity describe economic be- 
havior through such concepts as value 
added through employment, capital in- 
vestment, final expenditure, government 
transfer payments, imports, exports, and 
so on. These sorts of concepts and the 
changing relationships between them 
constitute the reality to which econo- 
mists normally address their theories. 
The significance of the informal econ- 
omy perspective lies in its assertion that 
economic processes, of great importance 
to the development of the society, take 
place outside the formally accounted 
economy. Some of these extra-economic 
processes involve monetary transactions 
that only take place outside the formal 
economy because of inadequacies of the 
system for collection of national account- 
ing statistics, or because of individuals’ 
determination to evade registration of 
their activities in order to avoid tax or 
some other statutory duty. This article is 
not, however, concerned with these so- 
called “hidden”! or “irregular”? aspects 
of the informal economy. Instead it 
concentrates on the nonmonetized part 
of the informal economy. In this I 
include the set of processes in which, to 
produce final services, unpaid labor is 
combined with materials and capital 
equipment installed in private homes. 
This part of the informal economy is a 
sphere of economic activity not covered 
by the national accounting definitions 


I. Stuart Henry, The Hidden Economy (Ox- 
ford: Martin Robertson, 1978). 

2. Louis A. Ferman and Louise E. Berndt, 
“The Irregular Economy,” in Can I Have It in 
Cash? ed. S. Henry (London: Astragal, 1981). 


and is described variously as the “house- 
hold”? or “domestic” economy*—though 
neither of these terms 1s really adequate 
insofar as they both overlook nonmone- 
tized production activities undertaken 
by civic, church, or other community 
organizations.° 

I have argued elsewhere that the 
European economies in the last fifty 
years have seen technical and organiza- 
tional changes in household production 
that have had profound consequences 
for the structure of the formal economy. 
Instead of an emerging service economy, 
the rising price of at least some final 
services relative to the general trend of 
prices, together with the falling relative 
price and greatly improving performance 
of some sorts of domestic equipment, 
has meant, quite contrary to the conven- 
tional perception, a shift away from 
many areas of service employment. For 
example, there are fewer laundry or 
transport workers, but more people are 
employed in manufacturing and also in 
maintaining washing machines and cars. 

Europe’s historical growth in service 
employment has been explained by two 
major developments outside the private 
household: the increase in educational 
and medical services funded from govern- 
ment or publicly regulated and subsidized 
insurance sources; and the growth of 
provision of intermediate, or producer, 
services’—services provided to other 
firms rather than to final consumers.’ A 


3. Scott Burns, The Household Economy 
(Boston: Beacon Press, 1977). 

4. Jonathan I. Gershuny, After Industrial 
Society? (New York: Macmillan; Atlantic High- 
lands, NJ: Humanities Press, 1978). 

5. Jonathan I. Gershuny, “The Informal Econ- 
omy,” Futures, 11:1 (Feb. 1979). 

6. Jonathan I. Gershuny, Social Innovation 
and the Division of Labour (New York: Oxford 
University Press, 1983). 

7. The latter term is from Herbert C. Green- 
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third element of particular.importance 
for the United States that does result 
from a growth of private spending on 
services is a growth of mainly low-wage 
employment in such areas as fast food, 
restaurants, and related service indus- 
tries. However, the recent decline in 
final household expenditures on services 
as a fraction of all household expendi- 
tures? has been explained by changes 
taking place in the informal economy. 
Self-servicing—unpaid work in the house- 
hold sector, using manufactured goods 
and materials—substitutes for what 
might previously have been paid service 
employment. New equipment in the 
home enables new patterns of self-pro- 
visioning and leads to a changed relation- 
ship between the formal and informal 
economies. 

But all the evidence previously used 
to demonstrate the argument was drawn 
from conventional economic statistics. 
It has been shown, for instance, how the 
balance of household expenditure on 
transport has shifted proportionately 
away from purchased entertainment ser- 
vices—for example, going to the movies 
or theater—toward expenditure on enter- 
tainment goods such as compact-disc 
players, televisions, and videos. From 
this we may infer that an increasing 
proportion of all final entertainment 
occurs within the household economy 
rather than in the formal economy. | 

One conclusion from this line of 
argument is that if we are to understand 
the processes of structural change in the 
formal economy, we need to consider 
evidence about behavior outside it. We 


field, Manpower and the Growth of Producer 


Service (New York: Columbia University Press, 
1966). l 

8. Jonathan I. Gershuny and Ian D. Miles, 
The New Service Economy (London: Francis 
Pinter; New York: Praeger, 1983). 
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_ need to know more about the details of 


daily life. To understand the operations 


` and historical dynamics of the household 


economy, we need evidence of how 
people spend their time and what they 
do with the goods and services that they 


‘buy. Economic statistics tell us little 


about people’s use of time. But there is a 
technique for collecting quantitative sta- 
tistical evidence about the household 
economy: the time budget survey.’ This 
article outlines one way that time budget 
data can be used to extend our under- 
standing of the relationship between the 
formal and informal economies. It sug- 
gests a new way of organizing socioec- 
onomic accounts, using time rather than 
money as a muméraire. And it very 
briefly summarizes the intermediate re- 
sults of a study that yields some clues 
about how current new technologies 
may be expected to affect the informal 
economy over the coming decades. 


TIME USE AND 
CHAINS OF PROVISION 


The conventional time budget shows 
the individual’s allocation of his or her 
own time to a range of activities that 
may include paid work, unpaid work in 
the home, leisure activities, sleep, and 
personal care. In addition, the individual 
uses other people’s time. All the goods 
and services used by one individual 
derive from the work time of others. An 
alternative way of organizing time-use 
accounts, therefore, is to consider how 
individuals use their own or other 
people’s, time for their own purposes. 
Consider, for example, food. We spend 
some of our time in consuming It, some 


9. John P. Robinson, How Americans Use 
Time (New York: Praeger Scientific, 1977), pro- 
vides a concise description of time budget tech- 
niques and their application in the United States. 
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more of our own time preparing it for 
eating—cooking—and we spend money 
to buy the raw materials and equipment 
and utensils that we use in the course of 
preparing and eating it. Embodied in the 
materials and commodities we buy is the 
paid work time of other people and 
perhaps a very small part cf our own 
paid work time. The individual’s level of 
nutrition results from the ccmbination 
of his or her own consumption and 
unpaid work time—eating and cook- 


ing—with the paid work time of those > 


workers in the farming, fishing, trans- 
port, manufacturing, retail, and other 
service industries. 

We might think of thre2 distinct, 
broad categories of time: paid work 
time, unpaid work time, and leisure or 
consumption time. Each individual’s 
state of material well-being results from 
the combination of these. There is a 
chain of provision—or perhaps a better 
metaphor might be a complex interwoven 
net of threads of provision—passing 
from the farmer—and before the farmer, 
from the workers in the agrochemical 
industry, farm vehicle manufacturing, 
and so on—through manufacturing pro- 
cess workers who prepare and package 
the food, truck drivers who transport it, 
workers in retail industry who sell to 
households, and then the unpaid work 
in households, preparing the food to be 
eaten, and finally the consumption of 
the food. Each link in the chain can be 
accounted for in terms of one of the 
three sorts of time use. Add together 
each link in the chain and we have the 
total time that the society devotes to 
nutrition. Similarly, we can think of 
other purposes—shelter, entertainment, 
education, and so on—each of which 
has its own chain of provision, its own 
thread of paid work, unpaid work, and 
consumption. Every activity in the soci- 


ety may be defined as having a place in 
one such chain of provision. In this 
conceputalization, the nonmonetized 
sector of the informal economy is not 
some freestanding, alternative locus of 
production, competing with the formal 
economy. It is merely a phase of pro- 
duction, complementary to the. formal 
production process, a link in the nn 
of provision for needs. 

This way of looking at economic 
activity demands a new form of ac- 
counts, organized around a classification 
of the day-by-day purposes of economic 
activity, such as the acquisition of food 
or entertainment or medical services. 
Any classification of such purposes will 
inevitably give rise to arguments about 
means and ends. One might ask, “Are 
not housing and clothing both means to 
the same ends?” In this case, however, 
the classification is simply a way of 
linking together the chain of provision, 
of associating particular sorts of- paid 
work with particular sorts of unpaid 
work and consumption. The paid work 
time of the farmers is clearly linked with 
the time spent cooking food and washing 
dishes and the time spent in eating; we 
need a system of accounts that registers 
these connections. 


HISTORICAL CHANGE IN 
CHAINS OF PROVISION 


It may be helpful at this point to 
outline some of the sorts of changes in 
chains of provision that we may expect 
to find over a historical period. We 
might divide these changes into three 
classes, of which the third is of particular 
importance to the evolution of the infor- 
mal economy. 

First, there are changes in the organiza- 
tion of production in the formal econ- 
omy, such as occupational specialization, 
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whereby jobs are subdivided and demand 
for the more skilled classes of labor is 
increased. There is also industrial special- 
ization: industries subcontract elements 
of their production processes to other 
specialist firms, so that the extent of 
vertical integration in the economy is 
reduced. 

Second, there are changes in the 
distribution of time between the various 
categories of day-to-day purposes, or, 
we might alternatively term them, needs. 
As the level of satisfaction with these 
particular purposes rises, so individuals 
and societies will wish to transfer their 
production and consumption time to 
the satisfaction of other purposes. Part 
of the explanation of change in economic 
structure comes from this sort of develop- 
ment. 

Third, there are changes involving 
radical innovation in chains of provi- 
sion—changes in the mode of provision 
for particular needs or purposes. 

Consider, for instance, the provision 
of domestic services in the 1930s. We 
can see what are in fact two quite 
distinct ways of satisfying requirements 
for the maintenance of the domestic 
environment. One involved a good deal 
of paid work time—the work of domestic 
servants. Middle-class and upper-class 
households might have to contribute a 
certain amount of unpaid work in the 
form of supervision, and perhaps house- 
hold marketing, but as we shall see later 
in this article, the greater part of the 
domestic services in such households 
was purchased from the formal econ- 
omy. The result of the purchase of this 
skilled service labor was a high level of 
domestic comfort for the household 
members, if not necessarily for the ser- 
vants. This high-income mode of provi- 
sion of domestic services very adequately 
satisfied this particular purpose—for a 


5I 


minority of the population. 

By contrast, the other mode of provi- 
sion involved much less paid work. The 
majority of households could not afford 
to employ servants but acquired domes- 
tic services largely through their own . 
unpaid labor. Some paid work was still 
involved. Such households would still 
have to acquire materials from the money 
economy, but this would be a different 
sort of paid labor and on a much smaller 
scale than that used in the high income 
chain of provision. And accordingly, the 
low-income modes of provision involved 
very much more unpaid work, heavy, 
largely unmechanized drudgery that pro- 
duced, at the end of the day, less satis- 
factory domestic services than the high 
income alternative. Spending more time 
in unpaid work, such households had 
less time available for domestic con- 
sumption and enjoyed much lower stan- 
dards of food and shelter. A minority 
were well provided with domestic ser- 
vices; the majority were substantially 
underprovided. 

How would it be possible to increase 
the extent of satisfaction of the society’s 
needs for domestic services? It certainly 
would be possible, in the 1930s, to 
increase the capital equipment used in 
the high-income mode, making servants 
somewhat more efficient at their work. 
This might have the effect of marginally 
improving the welfare of the high-income 
households, or of slightly reducing the 
amount of paid domestic labor necessary 
to provide the same level of welfare. 
Marginal additions of capital equipment 
to be used by servants could hardly 
make a very substantial impact on the 
major problem, which was that the 
majority could never expect to employ 
servants. If some want servants,.others 
must be servants; it might be possible to 
increase the output from the high-in- 
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come mode of provision marginally, but 
not in such a way as to make a sub- 
stantial impact on the overall welfare of 
the society. 

What actually happened was a radical 
innovation. More capital equipment was 
introduced—but in conjunction with 
the unpaid labor. Economic develop- 
ment during the 1950s and 1960s was 
_ dominated by a particular sort of con- 
sumer expenditure, which we might help- 
fully think of as capital investment in the 
informal economy—investment in vac- 
uum cleaners, washing machines, electric 
or gas stoves, refrigerators—that served 
to increase the efficiency of unpaid 
domestic production. In effect, a new 
mode of provision of domestic services 
emerged, involving different sorts of 
paid work—manufacturing rather than 
service employment—and new sorts of 
housework requiring less physical 
drudgery. 

Figure 1 shows the results of an 
attempt to reconstruct the evolution of 
domestic work time for women—nonem- 
ployed or very part-time employed—in 
the United Kingdom.!? It may be interpre- 
ted as showing (1) the very substantial 
disparity between middle-class and work- 
ing-class housewives in the 1930s, re- 
flecting the differential effects of the 
high-income and low-income modes of 
domestic service provision on unpaid 
work time; (2) the increase in middle- 
class women’s domestic work time 
through the 1950s as the high-income 


10.:The data for this figure are drawn from 
surveys carried out by Mass Observetion during 
the 1930s and 1950s, the British Broadcasting 
Corporation (BBC) during the 1960s and 1970s, 
and the U.K. Economic and Social Research 
Council. See BBC, The People’s Activities and the 
Use of Time (London: BBC Publications, 1978); 
Jay I. Gershuny et al., “Time Budgets: Preliminary 
Analyses of a National Survey,” Quarterly Journal 
of Social. Affairs, 2(1):13-39 (1986). 


mode became progressively more inac- 
cessible to all except a minority of the 
rich; and (3) the convergence, and contin- 
uing decline through the 1960s and 
1970s, of the domestic work of both 
classes. The same evolution of women’s 
domestic work through the 1960s and 
1970s is found in the United States, 
Canada, Holland, Denmark, and Nor- 
way (Figures 2A and 2B).!! 

We have here an example of radical 
innovation in a chain of provision for a 
particular need. There are different ways 
that a given purpose can be satisfied— 
alternative modes of provision—which 
have different mixes of costs and advan- 
tages. Different groups in the society 
will have differential access to the alter- 
native modes, at any point in time, and 
accordingly receive different levels of 
benefit. In the example of domestic 
services in the 1930s, the rich minority 
had access to a mode of provision that 
gave them very substantial benefits, 
whereas the majority enjoyed much less 
satisfactory domestic conditions and at 
a considerable cost of unpaid work time. 
Over time, the relative costs and advan- 
tages of competing modes of provision 
changed, altering the distribution of 
advantages across the society. Through 
the 1950s and 1960s the monetary costs 
of the high-income mode of provision 
rose, so that it very nearly disappeared 


11. The multinational comparative data set 
used is not properly documented in a published 
form, but a brief description will be found in 
Jonathan I. Gershuny, “Time Use, Technology 
and the Future of Work,” Journal of the Market 
Research Society, 28(4) (Oct. 1986). The estimates 
in Figures 2A, 2B, 4A, and 4B have been reweighted 
so as to remove the effects of increases in the 
proportions of employed women and unemployed 
men in the national samples. Note the increase in 
men’s domestic work in figure 2B reflecting, we 
might guess, cultural rather than technological 
change. 
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. FIGURE 1 
ROUTINE DOMESTIC CHORES OF BRITISH HOUSEWIVES, 1937-84 
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FIGURE 2B 
ROUTINE DOMESTIC WORK (Men only) 
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from this chain of production. At the 
same time the costs of the innovative, 
domestic-capital-intensive mode of pro- 
vision fell, and its performance im- 
proved, so as to replace the high-income 
mode of provision. Hence, over time, 
the acquisition of domestic services, 
which used to demand paid service 
labor, came instead to require very 
much more manufacturing employment. 
And though the better-off minority of 
the population, who in the 1930s had 
very little unpaid domestic work, now 
have more, the consequence for the 


majority has been a substantial reduction | 


in unpaid work input to this chain of 
provision. l 

To summarize the conceptual scheme: 
a society’s time may be divided up into 
chains of provision for particular pur- 
poses or needs; these chains consist of 
the amounts of time, spent in paid or 
unpaid work or in leisure and consump- 


tion, that are devoted to the satisfaction 
of each class of human purpose; all of 
the time spent by members of the society 
can be attributed ta one or another 
category of production or consumption, 
in one or another of the chains. Over a 
historical period, the allocation of time 
among these categories changes, in three 
distinct ways: (1) there is change in the 
organization of the “ormal economy, 
such that different knds, or different 
quantities, of paid labor time are required 
for the production of different commod- 
ities; (2) the society recistributes its time 
among various of the purposes; and (3) 
there is a change in the mix of activities 
involved in the satisfaction of particular 


purposes. 


A SYSTEM OF ACCOUNTS 


The notion of cheins of provision 
provides a straightforward basis for a 
system of socioeconomic accounts that 
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‘ includes both the formal and informal 
economy. We can relate time use outside 
paid employment to final expenditure 
on—or state provision of-—goods and 
services and hence to employment. Since 
both paid employment and extra-cco- 
nomic activities may be measured in 
terms of time, we arrive at a time-based 
account of changes in life-style and 
economic structure. 

The first step relies on the observation 
that each sort of activity is associated 
with the use of particular final goods 
and services. Time spent at the cinema 
requires an entry fee, travel time requires 
a passenger ticket, time at school requires 
either state expenditure on a final service 
or, more occasionally, some household 
expenditure on private education. Wash- 
ing clothes may require laundry services, 
or household expenditure on soap, water, 
and electricity, a washing machine, and 
its servicing. Each time-use category is 
- associated with a distinct bundle of 
goods and services, although, of course, 
each category of good or service may be 
associated with more than one category 
of activity. For example, the same 
kitchen table may be used for food 
preparation and for eating and for 
school homework. | 

In principle, these associations be- 
tween categories of activity and the 
` commodities used while engaged in them 
could be determined empirically. We 
could, for example, ask within the time 
budget diary not only “What were you 
doing? Where? With whom?” but also 
“Using what?” For the moment, I have 
allocated commodities to their appropri- 
ate activities purely on the basis of a 
priori reasoning; Table 1 summarizes 
this set of assumptions. 

These associations between activities 
and commodities are crucial in forming 
the link between the time-budget-based 
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life-style indicators and conventional 


-economic statistics. The time expendi- 


ture categories in Table | include the full 
range of activities other than paid work; 
the money expenditure categories cover 
all the sorts of final goods and services 
consumed in the economy. The table 
thus enables us to translate time use into © 
final demand, and using the conven- 
tional economic statistical sources—in- 
put-output and industry-occupation ma- 
trices—we can in turn translate final 
demand into industrial output, indus- 
trialemployment, and thence into occupa- 
tional employment patterns. !2 

Employment is itself a time-use cate- 
gory; furthermore, it is the one category 
missing from Table 1. So in the time-use 
column of Table 1 we have all the 
activities other than paid work; and the 
money-expenditure columns may be trans- 
lated into time spent at work in different 
occupations. We can, in short, replace 
Table | with an alternative formulation, 
which represents all the society’s activi- 
ties, inside and outside the economy, in 
terms of a single indicator, time. 

Table 2 provides a very simplified 
version of such a system of accounts, 
which divides paid work summarily into 
just two categories, manual and nonman- 
ual. The table covers the population 14 
years of age and older in the United 
Kingdom. For each of two years, the 
time-use columns sum to the total 1440 
minutes of the average day of this popula- 
tion. In 1961, for example, this average 
day was made up of 236 minutes of paid 
work, 989 minutes of leisure or consump- 
tion time—if we were to look at more 


12, This process of translation is a nontrivial 
task, requiring an intricate sequence of calculations 
that I shall not attempt to outline here; the general 
principle is nevertheless quite straightforward, 
and the set of associations in Table 1 is a the 
only unconventional aspect of it. 
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detailed activity data, we would find 
that it includes 560 minutes of sleep and 
98 minutes eating—and 215 minutes of 
instrumental activity, suck as cooking, 
cleaning, shopping, and so forth, which 
I summarily classify as unpaid work. 
The table is organized around six groups 
of activities, or purposes, of which 
two—“shelter, household maintenance” 
and “shopping, travel”—involve just in- 
strumental activities, two involve only 
consumption activities—“out-of-home lei- 
sure” and “medicine and education”— 
and two—“home leisure, child care” and 
“food, sleep”—include a mixture of un- 
paid work and nonwork activities. Most 
of the paid employment in the economy 
can be explained in terms of the final 


demand for commodities associated with 


these six classes of activities. 

Most, but not all. We have to take 
into account, in addition, employment 
associated with foreign demand for U.K. 
products, which generates in all 38 min- 
utes of the total of 236 minutes of paid 
work in the average U.K. day but is not 
related to any unpaid work or consump- 
tion time in the United Kingdom. Of 
course, these exports are related to 
consumption time in foreign coun- 
tries—and similarly, some U.K. consump- 
tion time is related to expenditure on 
imports, which serves to explain some 
foreign employment. The column headed 
“foreign work” related to U.K. activi- 
ties——which I have estimatec crudely by 
assuming that the productivity levels in 
countries exporting to the United King- 
dom are on average the same as those in 
the United Kingdom-—approximately 
balances the 38 minutes of U.K. work 
associated with foreign consumption 
activities. 

Another category of U.K. production 
that cannot be matched with particular 
consumption or domestic work activities 


is the provision of background, or en- 
vironmental, services—law and order, 
defense, public administration—-which 
have effects that are diffused through all 
of our experiences. An alternative way 
of handling these might be to treat them 
as an intermediate product the costs of 
which are distributed evenly across all 
branches of production. For the pur- 
poses of Table 2, these services have 
been grouped into a single category 
together with employment associated 
with the provision of analogous private 
background services such as life insur- 
ance, pensions, and personal savings. 
Consider the change, over the period 
from 1961 to 1984, in the shelter main- 


‘tenance chain. Unpaid work in this 


category, for the adult population as a 
whole, fell, by about 15 minutes per 
average day. This is the phenomenon we 
discussed in the previous section, social 
innovation in the production of domestic 
services. Now we can see the connection 
of the change in domestic work to 
change in paid employment. The reduc- 
tion in unpaid work was enabled by 
increases in households’ purchases of 
capital equipment and materials in the 
formal economy. Though less time was 
spent in the unpaid instrumental non- 
market tasks—indeed, precisely because 
less time was spent in them-—unpaid 
work time became more intensive in its 
demand for purchased commodities. The 
reduced housework time is in effect 
purchased by an increase in domestic 
equipment. l . 
So in spite of very high rates of 
productivity growth—an approximately 
threefold increase—in the manufacturing 
sector over the period, paid work time 
related to this category of purpose did 
not fall very fast—compared, for ex- 
ample, with paid work related to food, 
where an increase in agricultural and 
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manufacturing productivity was not bal- 
anced by increasing consumption inten- 
sity. Indeed, when we consider that the 
normal hours of work per employee 
actually fell by about 10 percent over the 
period, we find that the number of jobs 
only declined by about 0.5 million from 
the 1961 total of 6.1 million, and white- 
collar and other service work associated 
with the provision of shelter rose over 
the period we are considering. Thus, 
associated with this purpose and as a 
result of the process of social innovation 
I have described, there is less time spent 
in unpaid production, but this time 
provided overall very nearly as many 
paid jobs in 1984 as in 1961. 

- Ofcourse, the time freed from unpaid 
domestic work, and from the reduction 
in employed people’s paid work time, 
must be spent somehow. One ‘use to 
which this extra time is put is in the 
consumption of out-of-home recrea- 
tional, educational, and medical ser- 
vices. This sort of change does not 
involve increasing consumption inten- 
sity—that is, increased expenditure and 
hence paid employment per moment of 
consumption time—but rather the in- 
crease of the total amount of time 
devoted to activities in which consump- 
tion intensity remains constant. A sit- 
down meal at a restaurant, for example, 
involves just about as much labor time 
now as it did thirty years ago; but more 
people eat out in the 1980s thanin 1961. 
This increase means more consumption 
time and hence more paid labor time— 
though the argument is complicated by 
the emergence of the fast-food industry 
over this period. In the chain of provision 
of shelter, a reduction of the total of 
unpaid work time was balanced by an 
increase in the consumption intensity of 
that time, so that levels of paid employ- 
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ment hardly fell in spite of very substan- 
tial increases in labor productivity. In 


' the out-of-home leisure category—pubs, 


restaurants, sports—an increase in time 
devoted to time-extensive service con- 
sumption leads to an increase in jobs. 
And a similar process may serve to 
explain the growth in employment in the 
chain of provision connected with medi- 
cal and educational services. 

Consider, finally, the category of 
shopping and related travel. Time spent 
by consumers in this activity increased 
from about 45 minutes per average adult 
in 1961 to about 70 minutes in 1984. As 
we see from Figure 3, this increase is 
part of a longer-term trend in the United 
Kingdom and corresponds to a similar 
increase, shown in Figures 4A and 4B in 
a number of other European countries. 


The North American data in Figures 4A 


and 4B are at a higher overall level but 
do not show the same upward trend. 
The explanation of the increase seems to 
be innovation in the retail industry, 
leading to larger, self-service shops. The 
shopper spends more time selecting and 
paying for goods in shops that are 
geographically removed from the city 
center, which means more travel time. 
The lower prices of goods bought from 
one-stop markets are in effect paid for 
by the increased nonmoney transaction - 
costs—the increased time spent in shop- 
ping. We might, from a European per- 
spective, interpret the multinational com- 
parative evidence in Figures 4A and 4B 
as the Americanization of retail dis- 
tribution. 

The very substantial amounts of time 
devoted to shopping and related activi- 
ties suggest a likely future effect of 
technical innovation on time use. The 
new technologies of the 1930s-—valves, 
small electric motors, plastics—were em- 
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, FIGURE 3 
TIME SPENT SHOPPING BY BRITISH HOUSEWIVES, 1937-84 
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FIGURE 4B 
SHOPPING AND ASSOCIATED TRAVEL (Men only) 
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bodied in consumer durable goods— 
washing machines, vacuum cleaners, and 
the like—used in innovative informal 
modes of provision of domestic services, 
which led to new jobs and a reduction of 
unpaid work time from the 1940s to the 
1970s. Might not the new technologies 
of the 1980s—microchips, fiber optics— 
be embodied in new ways of organizing 
the provision of retail services? Tele- 
shopping, ordering goods from compu- 
ter terminals in homes, making use of a 


range of associated services—consumer _ 


advice, funds transfers, home delivery, 
for example—could substantially reduce 
the amount of time currently devoted to 
marketing and could increase the paid 
employment associated with the distribu- 
tion chain. And just as, in the past, time 
freed from domestic work went in part 
to enable the consumption of time- 
extensive leisure services, so in the future 


0 eg 


etd 


1976 
1981 
1986 


might time freed from the burden of 
shopping. 

This brief presentation hardly scrapes 
the surface of the potential applications 
of an analysis of the interrelationships 
between technical innovation, produc- 
tion in the money economy, informal 
production, and consumption. The 
model outlined in this article shows how 
life-style—in the quite concrete.sense of 
the allocation of time among alternative 
activities—relates to demand for pro- 
ducts from the formal economy and 
how technical innovations affect the 
relationship between activity patterns 
and final demand. If our needs are met 
by acombination of formal and informal 
production, and if technical change alters 
the relationship between these, can we 
be satisfied with an economics that 
concentrates just on the formal economy? 
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Female Participation in the 
Informal Economy: 
A Neglected Issue 


By MICHELE HOYMAN 


ABSTRACT: The author examines three questions: how much females 
participate in the informal economy; why they participate; and what the 
policy implications of their participation are. In the process of examining 
these issues, the author develops a behavioral theory of female participa- 
tion, involving exit, voice, loyalty, and dual loyalty, following Hirschman’s 
work, Using three measures—the number of individuals; the amount of _ 
time; and dollars—she finds that women participate in the informal — 
economy as much as, and probably more than, men do. In the course of 
trying to explain why females participate in the informal economy, she 
discusses a variety of different explanations and then rejects them because 

- they are too value laden and/or they make too many assumptions. Finally, 
she discusses the policy implications of more and more women having dual 
loyalty, such as the need for government-regulated, safe day care, and the 
need for revising the definition of labor force participation to reflect some 
of the informal activity of women. 


Michele Hoyman is associate professor of political science and a fellow in the Center for 
Metropolitan Studies, University of Missouri, Saint Louis. She received her Ph.D. in 
political science from the University of Michigan in 1978. Her primary areas of research are 
Title VH compliance, sexual harassment, labor unions, and litigiousness of workers, 
particularly women. She has recently published an article on the participation of blacks in ` 
local unions. Currently she is involved in an analysis of joint labor-management training 
' programs in several industries and work on the informal economy. 


NOTE: The author is deeply indebted to William Miller, whose yeomaolt research assistance in 
drafting this article was enormous. 


FEMALE PARTICIPATION 


ESPITE all of the changes brought 
about by recent developments in 

the economic system, by women’s libera- 
tion, and by the feminist movement, 
women still experience a significantly 
different economic reality in the formal 


economy from that experienced by men. ` 


This is true not only in the level of 
earned income, but inemployment expec- 
tations and the whole variety of work 
opportunities. In light of this different 
economic reality, it is necessary to look 
at the informal economy as a whole, and 
to examine the character of women’s 
participation in it particularly.! In this 
article, “informal economy” will refer to 
work activities or economic transac- 
tions, paid or unpaid, that occur outside 
of the conventional market economy 
and are not regulated, mentioned, au- 


dited, or counted by any official agency - 


in the society.? 

There are several critical questions 
that this article attempts to answer. 
First, do women participate less than, as 
much as, or more than men in the 
informal economy? Second, what is the 
explanation for women’s participation 
in the informal economy? Are they 
motivated by the same factors as men? 
Third, is there a theory that can encom- 
pass the variety of different modes of 
participation, the differing reasons why 


1. There is little work of a systematic nature 
on women in the informal economy. The notable 
exceptions are Louis Ferman, “Participation in 
the Informal Economy,” mimeographed (Anno 
Arbor. University of Michigan, 1983); Ray E. 
Pahl, Divisions of Labour (New York: Basil 
Blackwell, 1984). 

2. This definition follows most closely the 
definition of Mattera, for whom the unofficial 
nature of the informal economy is of paramount 
importance in demarcating the formal from the 
informal. Phillip Mattera, Off the Books: The 
Rise of the Underground Economy (New York: 
St. Martin’s Press, 1985), p. 1. 
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women may leave the formal for the 
informal economy, stay in the informal, 
stay in the formal, or leave the informal 
for the formal? Fourth, what are the 
policy implications of women’s participa- 
tion in the informal economy? These 
public policy considerations are focused 
on American women, as these women 
are the subject of this article. Before 
proceeding, however, we need to define 
the informal economy. 


DEFINITION OF THE 
INFORMAL ECONOMY 


For the purpose of addressing the 
relative participation of women and 
men and to explore the motivation for 
female participation in the informal 
economy, I will focus on the two areas of 
participation that writers have classified 
as irregular and as household. I will 
refer throughout to these areas as the 
informal economy except when talking 
about either one in particular. Irregular 
or off-the-books employment is work 
activity, from the simple to the complex, 
that involves workers who do not report 
the work, pay social security taxes, or 
pay income taxes on earnings from 
customers or employers. Household- 
based work activities involve house- 
keeping, child care, home repair, main- . 
tenance, and do-it-yourself building 
activities. 

The domains of the informal economy 
that I have excluded from my definition, 
such as the social or communal sector? 
and the illegal sector, are no less im- 
portant. Female participation in the 
social area, for example, is extensive. 


3. Paola Vinay, “Family Life Cycle and the 
Informal Economy in Central Italy,” International 
Journal of Urban and Regional Research, 9:82-98 
(1985); for reference to Pahi and Gershuny, see 
esp. ibid., p. 84. ` 
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The contribution of women in the form 
of volunteer labor for churches, political 
parties, and charities is enormous. In the 
criminal area, which historically and 


stereotypically has been labeled as a ` 


male domain, there is increasing evidence 
that females are becoming more active, 
even though their crimes are less serious 
than those of men. In addition, the 
criminal activities of females more nearly 
approach those of males when we move 
from official crime statistics to data 
based on self-reporting.‘ 


EXTENT OF PARTICIPATION OF 
WOMEN IN THE 
INFORMAL ECONOMY 


To answer the question of how much 
females participate in the informal econ- 
omy is to answer the question cf whether 
they participate as much as, more than, 
or less than males. But this is not an easy 
question to answer. . 

The difficulty is due partly to the 
immense conceptual and practical am- 
biguity about the distinctions between 
some of the activities in the informal 
economy and those in the formal, as well 
as between some of the different sectors 
of the informal. Defining what activities 
are taken to be informal is very 
problematic. ; 

There is also the obvious problem of 
procuring the data. The reliability. of 
survey responses is questioneble since 


4, Stuart Henry, The Hidden Economy: The 
Context and Control of Borderline Crime (Oxford: 
Martin Robertson, 1978); Michael J. Lynch, “The 
Social and Economic Marginality of Female 
Offenders: Implications for a Structural Level 

Theory of Women in Crime” (Paper delivered at 
the meeting of the American Society of Criminol- 
ogy, San Diego, CA, 1985); Bruce Frederick and 
Steven Greenstein, “Recent Trends in Arrest, 
Conviction, and Sentencing of Femak Offenders 
in New York State” (Paper delivered at the 
meeting of the American Society of Criminology, 
San Diego, CA, 1985). 


the activity being measured often in- 
volves tax evasion or other illicit prac- 
tices that people are unwilling to reveal 
to researchers. Thus solid and objective 
data are not widely available. Any at- 
tempt to obtain data on the participation 
of a subset—females in this case—only 
makes the task that much more difficult.* 

There are three possible ways of 
measuring the amount of participation 
in the informal economy: (1) counting 
the number of individuals of each sex 
who participate; (2) measuring the rela- 
tive time spent by each sex in terms of 
average hours a week or minutes a day 
per person; and (3) measuring the relative 
dollar value of the wages or amount of 
gross national product (GNP) generated 
by male and female participants. Let us 


consider each in more detail. 


Proportion of female to 
male participants 


To determine whether more men or 
more women participate in informal 
economic activity, one must compare 
the fraction of the number of women 
participating over the absolute number 
of women in the population with the 
equivalent fraction for men. Although 
this is the optimal way to compare the 
numbers of male and female partici- 
pants, the data to construct the numera- 
tor are generally not available. 

One of the best quantitative studies 
was done by Vinay in Italy, where the 
sex differential in participation in the 


- 3. There are some relevant data. See Vinay, 
“Family Life Cycle,” p. 89; Ferman, “Participation 
in the Informal Economy” J. Smith, T. Moyer, 
and E. Trzcinski, “The Measurement of Selected 
Income Flows in Informal Markets” (Report, 
Survey Research Center, Institute of Social Re- 
search, University of Michigan, 1982); Harold C. 
Barnett, “Tax Evasion by Proxy: The Grey Market 
in Welfare Capitalism,” Contemporary Crisis, 
8:107-23 (1984). 
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informal economy was found to be quite 
dramatic. ‘According to the official cen- 
sus data from 1971 for the area in central 
Italy—Marche—that Vinay studied, the 
official rate of participation for males in 
the formal economy was 59.2 percent; 
for females it was 23.8 percent. However, 
the 1975 study that Vinay cited revealed 
participation rates of 66.0 percent and 
51.0 percent for males and females, 
respectively. This shows a jump in the 
male rate of only six points when infor- 
mal activities were included, but the 
female rate nearly doubled.* Thus the 
formal participation rate underestimated 
the number of females working by a 
much greater amount than it underestima- 
ted the number of males. 

For the United States, there are no 
comparable data as there is no national 
or regional survey asking whether or not 
people work in the informal economy. 
Thus we must use measures other than 
participation rates. One useful measure 
is the General Accounting Office’s data 
on nonreporting, which provide the per- 
centage of those engaged in certain 
occupations who are self-employed but 
not reporting. The General Accounting 
Office did an exact-match analysis of 
social sécurity data to estimate unre- 
ported self-employment earnings.” It 
should be noted that these data only 
encompass self-employment. Since much 
of- the off-the-books employment in- 
volves an employer, not self-employ- 
ment, these figures understate the gross 
amount of activity, although this fact 
should not necessarily affect the propor- 
tionate amount of male to female activity. 


. 6: Vinay, “Family Life Cycle,” p. 83. 
7. U.S., General Accounting Office, Growth 
of the Underground Economy, 1950-81: Some 
Evidence from the Current Population Survey 
(Washington, DC: Government Printing Office, 
'1983). 
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Many of the occupational categories 
in the General Accounting Office’s data 
are so sex-segregated that we can assume 
that nearly all the workers in a specified 
occupation are female or that all are. 
male, depending on the occupation.? 
Given this occupational segregation, one 
can identify certain occupations as fe- 
male or male dominated and then relàte 
the amount of activity associated with 
that particular occupation. Table 1 
shows the occupations and the percent- 
age of workers in them not paying their 
social security tax. 

As can be seen from this table, all of 
the occupations are female segregated 
and all of them show a fairly high 
percentage of nonpayment of social secur- 
ity. The lowest percentage, for dress- 
makers and seamstresses, is still an, 
impressive 20 percent for those who do 
not go on the books for purposes~of 
paying their social security. The percent- 
age not reporting in the child care 
occupational category—where child care 
occurs outside of private homes—is 84 
percent, and it is 48 percent for child 
care in private households. A good half 
of the registered nurses reported nonpay- 
ment of social security. Given that non- 
payment is illegal both for the employee 
and for the employer, actual figures 
would be higher than these reported 
figures. 


8. Although the definition of occupational 
segregation varies, it is generally accepted that if 
60 percent or more of the workers in an occupa- 
tion—some say 80 percent or more—are of one 
sex, the occupation is segregated. See Suzanne M. 
Bianchi and Daphne Spain, American Women in 
Transition (New York: Russell Sage Foundation, 
1986). For an excellent volume on the work 
patterns of contemporary women, see Francine D. 
Blau and Marianne A. Ferber, The Economics of 
Women, Men, and Work (Englewood Cliffs, NJ: 
Prentice-Hall, 1986). 
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TABLE 1 
WORKERS NOT PAYING SOCIAL SECURITY TAX BY OCCUPATION 








Occupation 


Child care workers nat In private households 


Hairdressers and cosmetologists 
Dressmakers and seamstresses 
Registered nurses 


Child care workers In private households 


Percentage not 
Paying Social Security ` 


84.2 
24.6 
19.7 
49.5 
48.2 


SOURCE: U.S., General Acccunting Office, Growth of the Underground Economy, 1950-81: 
Some Evidenca from the Current Population Survey (Washington,DC: Government Printing Office, 


1983), p. 13. 
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The same picture emerges when the 
breakdown is done by broad industry 
categories in which a largely female 
work force is employed. Examples of 
such industries are beauty shops, where 
16 percent of employees do not report 
social security; dressmaking shops, with 
47 percent not reporting social security; 
personal services, with 29 percent not 
reporting social security. Of course, in- 
dustry categories are by definition broad 
enough to encompass several different 
occupations so that some of the vari- 
ation by occupation vanishes. Never- 
theless, the percentage not reporting 
social security varies from 16 to 47 
percent,? which are rather substantial 
fractions of whole industries that are off 
the books for purposes of social secu- 
rity.!0 The three industries cited are 
female dominated. They provide us with 
some measure of the amount of female 
activity, although they provide no cor- 
responding baseline data for males. 


9. General Accounting Office, Growth of the 
Underground Economy, p. 14. 

10. Aside from nonpayment of soc-al security, 
there are other measures of informal activity, such 
as nonreporting of income tax, but this is the most 
difficult data to acquire since respondents who 
have not paid their income taxes are reluctant to 
admit this. 


Another measure of female participa- 
tion is the amount of activity reported 
either by the participants themselves or 
by households who use informal ven- 
dors. The former is the optimal source 
of data, but such data are the most 
difficult to obtain. The most valid way 
to secure the information may be to use. 
what has been called the Ferman method- 
ology.!! Ferman’s classic study used 10 
ethnographers, who tracked participants 
for months and whose reports were 
cross-validated with anonymous sur- 
veys. Such an approach is enormously 
expensive and large in scope, however. 
The next best alternative is the use of 
household surveys concerning the amount 
of irregular vendor activity. 

The most recent and thorough use of 
vendor activity data was a study of 
households done by James Smith for the 
Internal Revenue Service.!* It helps us 
examine female participation in the infor- 
mal economy by drawing again on the 
fact that occupational segregation is so 


11. Louis A. Ferman, Louise E. Berndt, and 
Elaine Selo, “Analysis of the Irregular Economy: 
Cash Flow in the Informal Sector,” mimeographed 
(Ann Arbor; University of Michigan; Detroit, MI: 
Wayne State University, 1978). 

12. Smith, Moyer, and Trzcinski, “Measure- — 
ment of Selected Income Flows.” 
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severe that many occupations are identifi- 
ably male or female. Table 2 shows the 
number of households in Smith’s study 
that report the use of informal vendors 
and what percentage they form of all 
households. Notice that the figures are 
based on households, so the figures for 
individuals would be even higher. Three 
identifiably female-dominated occupa- 
tions are included in the table: personal 
care, child care in the home, and child 
care outside the home. The fourth cate- 
gory, adult care, is probably not occupa- 


. tionally segregated. Between 9 and 16 


percent of all households use informal 
vendors in the female-dominated occupa- 
tions. Off-the-books child care vendors 
are used by 10 percent of all households. 
It is my suspicion that these figures 
understate the amount of activity since 
respondents may hesitate to report that 
they use off-the-books vendors. 

While these data provide some assess- 
ment of female participation, they only 
indirectly address the issue of the propor- 
tionate amount of male and female 
activity. Pahl collected some data in a 
U.K. survey that directly addresses this 
issue.!3 Pahl found that the percentages 
of females and males, respectively, in 
occupational categories were unequal. 
Looking at different occupations within 
the informal economy, he found that 
females constituted 92 percent of those 
in routine domestic work, 82 percent of 
the workers in personal support services, 
and 65 percent of the workers in formal 
community activity. In contrast, men 
formed the majority in only one cate- 
gory, the home-improvement sector of 


the informal economy. Yet even here 


13. Raymond E. Pahl, “Does Jobless Mean 
Workless? Unemployment and Informal Work,” 
this issue of The Annals of the American Academy 
of Political and Social Science. 
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there was still a female participation rate 
of 13 percent. Other categories, especially 
domestic ones, were overwhelmingly fe- 
male. In conclusion, Pahi’s data support 
the notion that most occupations within 
the informal economy are female domina- 
ted, and they show that certain occupa- 
tions are as segregated in the informal 
economy as they are in the formal. 

Yet another way of trying to measure 
the relative amount of female and male 
participation in the informal activity is _ 
based on the number of mentions given ` 
to certain occupations reported in house- 
hold surveys. In his survey of U.S. 
households, Smith measured the number 
of times the household mentioned buying 
certain services by occupation. Based on 
the Smith data, baby-sitting and house- 
cleaning were the second most often 
sought-after services.'4 Sewing and laun- 
dry were fifth and beauty care was sixth. 
Thus many of the female-segregated 
occupations were among the top in 
terms of selling services. 

To summarize, when we measure the 
proportionate amount of female and 
male activity by the number of individ- 
uals participating, there are no direct 
survey data on participants. We have to 
rely instead on household respondents 
reporting how much they purchase from 


14. The number of mentions for each category 
of selling goods was as follows: door-to-door 
sales, 5.3; arts, crafts, furniture, and household, 
2.2; fresh fruits, vegetables, and other food items 
grown, 1.5; cordwood, 0.4. The number of men- 
tions for each category of selling services was: 
carpentry, painting, 2.7; baby-sitting and house- 
cleaning, 2.1; lawn and gardening care and one- 
time cleanups, 1.8; repairs of vehicles, furniture, 
and appliances, 1.7; sewing and laundry, 1.3; 
beauty care, catering, typing, and income tax 
preparation, 1.1; lessons, 0.6; other services, 4.5. 
The totals for both goods and services were 17.8. 
Smith, Moyer, and Trzcinski, “Measurement of 
Selected Income Flows.” 
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TABLE 2 
HOUSEHOLDS PURCHASING PERSONAL SERVICES FROM VENDORS 


Occupation of Vendor 


Personal care 
Licensed and Unlicensed 
Unlicensed 


Child care in home, licensed and unlicensed 


Adult care, licensed and unlicensed 


Child care outsides home, licensed and unlicansed 


Number of Percentage of 
Housshoids Ail Houssholds 
13,041 15.8 

10,510 12.7 
7,507 . 9.1 
644 0.8 
7,250 8.8 


SOURCE: J. Smith, T. Moyer, and E. Trzcinskl, “The Measurement of Selected income Flows 
In Informal Markets” (Report, Survey Research Center, Institute of Social Research, University of 


Michigan, 1982), p. 49. 


informal vendors—an indirect measure 
at best. Thus our results are inconclusive, 
but they strongly suggest that females 
are as active as or more active than 
males. 


Proportion of time spent by 
females in informal work 


It is when one examines the time 
spent in an activity within the informal 
economy that the evidence is most con- 
vincing that female participation exceeds 
that of male participation. This excess 
of female involvement is a result of the 
relative amount of effort exerted by 
each partner in the household arena. It 
is safe to say that housework is an 
unpaid job.!5 Given the traditional divi- 
sion of labor in families, the number of 
hours of usually unpaid household work 
is more often than not an outcome of 
gender-role specialization. Taking ajob 
in the formal economy does not signifi- 
cantly reduce the number of hours of 
household work; it concentrates such 
work in hours after formal economy 


15. Bettina Berch, The Endless Day: The 
Political Economy of Women (New York: Har- 
court Brace Jovanovich, 1982), p. 19. 


work or on weekends. Pahl, in his 
historical examination of the division of 
labor in the household, makes the point 
that the exclusion of men from household 
chores and the exclusion of women from 
paid labor is a tradition of only the past 
seventy or eighty years or so.!6 He 
documents countless earlier examples of 
a very integrated division of labor where 
men and women were sharing the work 
of plowing and child rearing. 

Pahi goes on to say that most of the 
world’s work is done by women.!? Wom- 
en are put in the position of having 
multiple ties—to work, to husband or 
partner, and to family—and they adjust 
in pragmatic ways to changes in their 
marital status and status as mothers. 
The label of “chief earner” may be more 
appropriate for males, although the in- 
creasing number of single-parent house- 
holds in the United States headed by 


16. Pahl, Divisions of Labour, chap. 2 and p. | 
61. For the opposite view, see Ivan Hich, “Vernacu- 
lar Gender,” CoEvolution Quarterly, pp. 4-23 
(Spring 1982). Illich’s concept is that throughout 
time there has been a strict division of labor, with 
women using different tools and having different 
functions. 

17. Pahl, Divisions of Labour, p. 81. 
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working women may even put a dent in 
that label. However, the label of “chief 
worker” is the more appropriate label 
for females. !8 In other words, Pahl draws 
a valuable distinction between work— 
often unpaid—and employment—paid— 
that is critical in terms of estimating the 
time and effort put forth by women in 
the informal economy. Much of the 
household and irregular activity falls 
under the rubric of work rather than 
employment. It is Pahl’s suggestion, 
echoing Burns’s,!9 that this lopsided 
emphasis on employment leads to the 
implication that formal or paid work is 
the only significant form of work. Such 
emphasis erroneously focuses on the 
individual-male income earner, not the 
household, as the basic economic unit.?° 
The issue is important since, were wom- 
en’s work counted, its value would greatly 
affect income figures, such as the GNP, 
as will be discussed later in the section 
on the value of women’s participation. 
The difficult question is, How much 
housework in terms of hours per week 
do women do? One estimate, in a study 
by Chase Manhattan Bank, is that 
women do 99.6 hours of housework per 
week.?! Burns, in his study of 1200 
Seattle family households, found that 
the number of hours of housework 
varied directly with the number of chil- 
dren. The women in the average house- 


18. Ibid, 

19. Scott Burns, The Household Economy: 
Its Shape, Origins, and Future (Boston: Beacon 
Press, 1975), p. 11; Pahl, Divisions of Labour, 
p. 84. l 

20. Pahl, Divisions of Labour, p. 84. 

21. Burns, Household Economy, p. 17. An- 
other more recent estimate is that women spend 11 
hours per week compared with an average of 3 
hours for men for nonroutine cleaning tasks. 
“State of the American Home Survey,” 1987, as 
reported in the St. Louis Post Dispatch, 25 Mar. 
1987, p. 2A. 
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hold performed 49 hours of housework 
per week. In households without chil- 
dren, women’s housework averaged 35 
hours per week; with between one and 
three children, 56 hours per week; with 
four or more children, 62 hours per 
week. Burns also cites a Cornell study 
that attempted to measure the value of 
household work, taking into account 
the amount of time spent and the effect 
of taking a job outside the home. The 
researchers there came to the conclusion 
that women who both held a paying job 
and did household work worked a signifi- 
cantly higher number of hours per week 
on housework than their spouses.” They 
also found that, although the effect of 
working outside the home raises the 
value of the husband’s work ‘in the 
home, it lowers the value of the woman’s 
work in the home.” Finally, and ironi- 
cally, the study estimated the value of 
women’s work contribution to the house- 
hold and compared it to the value of the 
average employed woman’s work. ‘The 
difficulty of “costing out” the contribu- 
tions of a houséwife’s work to a house- 
hold has arisen in divorce cases recently. 

An important issue in the use of time 
is whether the relative average amount 
of time a woman spends per day or per 
week doing housework has increased or 
decreased. Gershuny has done the most 
thorough examination of this and has 
found that the efforts of U.S. women in 
routine domestic work decreased from 
250 minutes per day in 1966 to about 220 
minutes in 1975 and 190 in 1986. The 
time men expended in housework in- 
creased from about 46 minutes per day 
in 1966 to about 50 minutes in 1975 to 
about 56 minutes in 1981.24 According 


22. Burns, Household Economy, p. 18. 

23. Ibid., pp. 17-18. 

24. Jonathan Gershuny, “Technology, Social 
Innovation, and the Informal Economy,” this 
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to Gershuny, shopping and associated 
travel for women rose frem about 73 
minutes per day in about 1965 to about 
75 in 1975 and to about 78 in about 
1985. For U.S. men, there was a decline 
from about 53 minutes in 1965 to about 
47 minutes in 1975.25 
There are two notable factors that 
emerge: (1) in general, men’s end women’s 
relative contributions in time are becom- 
ing equal; and (2) there is a very large 
gap between the two figures: 50 minutes 
a day for the average U.S. male in 1975 
as compared to about 220 minutes a day 
_ forthe average U.S. female for the same 
' year. That is approximately a four to 
one ratio of women’s to men’s efforts in 
households. Other estimates are equiva- 
lent or even more unequal.” The results 
in terms of the time measure are simple 
and dramatic: women spend much more 
time than men in the informal economy 
or at least in the household sector of it. 


The monetary value of 
female informal work 


One of the most compelling ways of 
measuring female participation in the 
economy is by assigning a dcllar value 
to such activity. It would seem that if 
women’s participation in the informal 
economy is a real contribution to the 
total economy, then it would be reason- 
able to measure that participation in 
dollars, since this is the commonly ac- 
cepted unit of measure. 

There are, however, several problems 
with such a standard. It assumes that the 
market value of women’s work is accu- 


issue of The Annals of the American Academy of 


Political and Social Science, figs. 2A and 2B. 

25. See ibid., figs. 4A and 4B. 
, 26. John P. Robinson, How Americans Use 
Time: A Social- Psychological Analysis of Every- 
day Behavior (New York: Praeger, 1977). 
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rate—and not uniformly depressed as a 
result of its being so-called women’s 
work. One of the effects of women’s 
work not being considered a job is that 
all the work that women do is stereotypi- 
cally perceived as having no value—or ` 
at least it becomes undervalued.” This 
devaluation pollutes female-segregated 
jobs in the formal economy. Those jobs, 
which are the equivalents in the formal 
economy to jobs that are done for free 
by the housewife—cleaning, sewing, 
baby-sitting—have two characteristics: 
the concentration of women in these 
jobs, and a depressed wage level. Both 
the label “women’s work” and a great 
concentration of women in an area of 
work tend to depress wage levels. The 
latter has been empirically demonstrated 
by tipping, the phenomenon of the rela- 
tive wage level going down when there is 
a certain concentration of females in an 
occupation. 

If the fact that women’s work is 
largely invisible is substantially de- 
pressing its value, then the dollar value 
is not an unbiased measure. The blunt 
fact is that women do housework for 
free. This depresses the market value of 
cleaning, baby-sitting, and similar house- 
work, even when these activities are 
marketed in the formal economy. I 
suggest, as do Illich, Pahl, and others, 
that to use a dollar measure would 
underestimate the value of women’s 
work. In addition, if work in the infor- 
mal economy is a statement of the 
rejection of market values, as some 
would argue, then a dollar measure is 
particularly inappropriate since it em- 
bodies the same set of values upon 
which mainstream, formal economics 
depends. Yet since the dollar is such a 


27. Pahl, Divisions of Labour, chap. 2; Hich, 
“Vernacular Gender.” 
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common unit of measure for mainstream 
economics and for such concepts as the 
GNP, we would be remiss not to attempt 
to measure female participation in 
dollars. 

The estimates of the dollar value of 
household work are nothing less than 
dramatic. The household economy is 
estimated to be one-third the size of the 
market economy. In terms of the global 
economy, the value of women’s work in 
the household, given in dollar values, 
would add an estimated one-third to the 
world’s GNP.28 The precise dollar value 
assigned to household activities obvi- 
ously depends on the wage level selected. 
Most estimates are based on minimum 
wage figures, many of which are now 
obsolete. For instance, Burns estimated 
that the contribution to national income 
of housework was $350 billion dollars of 
activity. This was based on a minimum 
wage figure of $2.00 per hour. At today’s 
minimum wage of $3.35 per hour and 
assuming the 175 billion hours of total 
work that Burns used, a current conserva- 
tive estimate would be almost twice 
Burns’s—or upward of $590 billion. The 
enormity of this figure is particularly 
striking since the assumption of minimum 
wage would not always be met once the 
job is translated into comparable formal 
economic activity. For example, a seam- 
stress’s or tax preparer’s work, which 
would be assigned minimum wage in the 
preceding computations, commands a 
much higher price than minimum wage 
when purchased in the formal market. 

Until this point in our discussion, the 
estimates of dollar values have focused 
on the household only. There is another 
portion of the informal economy to be 
considered here, irregular, off-the-books 

28. World Priorities, Women... a World 


Survey (Washington, DC: World Priorities, 1985), 
p. I1; Burns, Household Economy, p. 24. 
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activity. On this subject, Smith acknowl- 
edged openly the problems of obtaining 
candid responses from vendors them- 
selves. He opted instead for a research 
strategy that used measures of the value 
of purchases that households make from 
informal vendors.? Although Smith did 
not break down the amount of activity 
by sex, he did disaggregate by occupa- 
tion. Again, based on information about 
occupational segregation, Smith’s occu- 
pational groupings can be divided into 
three categories: male dominated, female 
dominated, and mixed or unknown. All 
of the male-dominated occupations can 
be added together and all of the female- 
dominated categories can be added to- 
gether to determine the relative dollar 
value for which males and females are 
responsible in the economy.30 

In Table 3, the dollar value of the 
male-dominated occupations exceeds 
that of the female-dominated occupa- — 
tions by a fairly large margin. In part 
this may be a result of wage differentials 
between males and females that parallel 
those in the formal economy.?! It should 
be noted that with even one of the 
unknown or mixed occupations—with 


29. Smith, Moyer, and Trzcinski, “Measure- 
ment of Selected Income Flows,” pp. 2-3. In a later 
application, Mattera came up with the same set of 
figures. See Mattera, Off the Books, chap. 4, fora 
useful discussion of methodological problems 
also. 

30. In Table 3, the figures for each occupation 
category are Smith’s, but the designations of 
female or male dominated are mine. 

31. Female wages in 1986 were only 64 percent 
of male wages. If we take 64 percent of the total 
dollar value of the male-dominated occupations 
indicated in Table 3—316,500—we get $10,560. In 
other words, if we adjust for the relatively depressed 
female wages we get near equity of figures. The 
source of the figure of 64 percent was the U.S. 
Census Bureau, Women in the American Economy 


. (1987), as reported in the Si. Louis Post Dispatch, 
4 Mar. 1987. 
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the exception of catering—moving over 
to the female-dominated category, the 
outcome would change rather dramati- 
cally. The three unknown or mixed 
occupations that are potentially female- 
dominated are flea market exchange 
that includes yard sales, catering, and 
food. If these were moved over to the 
female-dominated column, the female- 
dominated column would exceed the 
male-dominated column. 

When we combine the figure for 
female irregular activity purchased 
through vendors—just over $9 billion— 
with the estimates on the dollar value of 
household work done by females—$700 
billion—the figure for female dollar 
contribution to the informal economy 
would exceed that of the dollar contribu- 
ted identifiably linked to male sectors of 
the economy. This calculation assumes 
that much of the activity commonly 
referred to as housewife’s duties are 
performed by women. With the advent 
of changing gender'roles and the emer- 
gence of the househusband, this may 
change. Also, this estimate i3 based on 
household and.informal sectors only; it 
' excludes the illegal sector and the social 
sector. 

To summarize, the amount of activity 
found varies according to the the mea- 
sure used. When we use a measure of 


time, the results most dramatically sup- 


port the view that females participate 
more than males in the informal econ- 
. omy, largely as a result of the imbalanced 
effort according to sex in terms of 
household work. When we use a measure 
of the number of individuals, our results 
are inconclusive but suggest that females 
are as active as or’ more active than 
males in the informal economy. Finally, 
using dollars as a measure, we find that 
results vary depending on wkether the 
irregular and household sectors are com- 
bined or not. If we look only at irregular 


activity, we see that females participate 
less than males as measured by dollars. 
However, if we combine irregular activity 
and household activity and estimate the 
dollar values of both, we find that 
females participate more than males. It 
is my speculation that female participa- 
tion would still exceed male participation 
even were we to include the remaining 
two sectors, the deviant, or illegal, and 
the social, or communal. 


EXPLAINING FEMALE 
PARTICIPATION IN THE 
INFORMAL ECONOMY 

There are as many differing view- 
points as to why women participate in 
the informal economy as there are poten- 
tial perspectives or values behind re- 
searchers and disciplines. However, the 
question of whether women self-select 
into the informal economy, are pushed 
into the informal economy by problems 
in the formal economy, or end up in the 
informal economy because of both bar- 
riers in the formal economy and certain 
attitudinal characteristics will be ex- 
plored in the rest of this article. 


Do women choose to participate 
in the informal economy? 


There are an estimated ! million 
women in the United States who operate 
businesses out of their home, and the 
rate of increase of small businesses 
headed by women exceeds that headed 
by men.?? Some authors have’ gone so 
far as to say that “working at home has 
always been the preferred option of 
women” because it affords flexible 
work schedules. This argument has been 


32. This figure comes from Internal Revenue 
Service data as reported in the St. Louis Post 
Dispatch, 9 Mar. 1987, p. 13A. 

33. Elinor Lenz and Barabara Myerhoff, The 
Feminization of America (Los Angeles: Jeremy P. 
Tarcher, 1985), p. 92. 
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i i TABLE 3 
DOLLAR VALUE OF OCCUPATIONAL GROUPINGS BY GENDER (In millions) 








Female-dominated 


Occupation Value Occupation 
Child care 4,955 Home repair 
Domestic service’ 3,882 Auto repair 
Adult care 442 Lawn and garden 
Cosmatic service 411 

Sewing 392 - 

Total 9,082 _ Total 


Male-dominated 


Unknown or Mixed 


Value Occupation Value 

12,245 Food 9,003 

2,810 Sidewalk vendor 1,782 

442 Flea market goods 1,698 
Lessons 933 - 

Fua] 7498 

Catering _ 300 

Appliance repair 744 

16,502 Total 5,209 





SOURCE: Smith, Moyer, and Trzcinski, ‘Measurement of Selected Income Flows,” p.25. 


extended to informal work generally 
because of a unique match between the 
characteristics of female gender roles 
and what are often said to be the charac- 
teristic qualities of work arrangements 
within the informal economy.34 This 
argument is intuitively appealing. The 
informal sector does provide more flexi- 
bility, greater probability of being house- 
‘hold-based, and greater potential for 
part-time or occasional work, and it 
requires less stringent credentials to gain 
entry. Moreover, many of the household 
duties that are defined stereotypically as 
women’s work and that women perform 
at no charge in their own home can be 
marketed in the informal economy. 
Ironically, perhaps, one of the strong- 
est statements claiming that women 
choose the informal economy comes 
from feminist writers. Recognizing that 
the values that represent success in cor- 
porate. America may lead to apathy, 
even alienation, from self, from family, 
and from community, some feminists 


34. Vinay, “Family Life Cycle,” p. 89; Ferman, 
“Participation in the Informal Economy.” 

35, Diane Rothbard Margolis, The Managers 
(New York: William Morrow, 1979), p. 25. 


see the informal economy representing 
an alternative value system and ‘a rejec- 
tion of macho, corporate, rationalist, 
and materialist values. The argument is 
that the values women experience in the 
informal economy can humanize the 
employment experience and thereby re- 
duce the conflict or disjuncture between 
work and household life.*¢ 

The most systematic treatment of 
women’s self-selection into the informal 
economy was part of a study of female 
entrepreneurs conducted by Robert 
Goffee and Richard Scase. They indi- 
cated that there were four types of 
women: conventional, innovative, do- 
mestic, and radical. The conventional 


` woman is high on attachment to conven- 


tional gender roles and high on attach- 
ment: to conventional entrepreneurial 
ideals. The domestic woman is high on 
attachment to conventional gender roles 
but low on attachment to entrepreneu- 
rial ideals. The innovative woman is low 
on attachment to conventional gender 
roles and high on attachment to entrepre- 
neurial ideals. The radical woman is low 


36. Lenz and Myerhoff, Feminization of Amer- 
ica, p. 82. i 


76 THE ANNALS OF THE AMERICAN ACADEMY 


on attachment to conventional gender 
roles and low on conventional entrepre- 
neurial ideals.37 

The two types that were identified as 
likely to be involved in starting small 
businesses or getting involved in irreg- 
ular activity were the innovative type, 
who were low on conventional gender 
roles and high on entrepreneurial values, 
and the radical type, who were low on 
conventional gender roles and low on 
entrepreneurial values. For the radicals, 
the business was not for profit so much as 
it was an alternative life-style statement. 

However, we should not assume the 
functionalist fallacy that the presence of 
women in the informal economy indi- 
cates a preference for it. There are at 
least two other theories that explain 


women’s participation in informal work. - 


First, the informal economy may be 
thrust upon women as an economy of 
last resort rather than of choice. Barriers 
to participation in the formal economy 
such as discrimination, rigid schedules, 
and low wages all push women to work 
informally. Another possibil:ty is that 
the limited access to only the lower- 
status, service-oriented jobs in the for- 
mal economy in combinatior with the 
low self-esteem and acceptance of conven- 
tional gender roles by many women 
causes them to revert back often to a 
traditional maternal role. It is tkis combi- 
nation of factors that drives them back 
to the informal economy.?* In what 
follows, I shali look at these arguments 
in more detail. 


37. Robert Goffee and Richard Scase, Women 
in Charge (London: George Allen & Unwin, 
1985). 

38. Judith B. Agassi, Comparing the Work 
Attitudes of Women and Men (Lexington, MA: 
Lexington Books, 1982), p. 252-53. 


Are women forced into the 
informal economy? 


The most extreme version of this 
argument is held by Marxists and Marx- 
ist feminists. Dorothy Smith, for ex- 
ample, has argued that women are margi- 
nalized by the capitalist economic system 
such that 


women’s work must take up the slack created 
by the depreciation of the value of wages and 
irregularity and uncertainty of income from 
wages when rates of unemployment are high. 
At the same time as married women must try 
to get work because the family needs her 
wage, the difficulties of doing so are in- 
creased. When money is short, women’s 
work in the home substitutes for labor 
embodied in goods bought at the store. 
There is a very straightforward relation here. 
You put more time in. You do more darning. 
You do more mending. You make more of 
your own clothes. You do more processing 
of food if you can’t afford to buy labor . 
embodied in commodities.°9 


Obviously, the Marxist perspective is 
distinguishable from the Marxist-femin- 
ist one just illustrated, but the cause— 
capitalism as an economic and political 
system—is common to both schools.‘ 
Socialism is the common solution advoca- 
ted by both schools for the oppressed 
classes.4! It is possible that Marxists and 
Marxist socialists see the irregular econ- 
omy not only as asymbol of decay of the 
capitalist economy, but also as an arena 
for the practice of socialism without the 
constraints of the capitalist system. But 
Henry has argued that some of the 
irregular economy penetrates the capital- 
ist structure and brings about evolution- 
ary changes, just as women moving into 


39. Dorothy D. Smith, Feminism and Marxism, 
a Place to Begin, a Way to Go (Vancouver: New 
Star Books, 1977), p. 22. 

40. Ibid. 

41. Ibid. 
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jobs in the formal economy change the 
nature of work marginally if not rad- 
ically.42 Finally, it must be remembered 
that some of the alternative values of 
those participating in the irregular econ- 
omy are not uniquely female linked. 

There are variations on the general 
theme of women being forced into infor- 
mal work, such as the life-cycle theory 
that Vinay presents for Italian women.” 
This theory suggests a pattern of family 
household participation based on the 
presence and number of preschool child- 
ren. When preschool children come on 
the scene, the woman moves from the 
formal to the informal economy. In the 
United States, however, the data show 
an increasing trend toward participation 
of females as a whole in the formal 
economy and a most notable increase in 
the presence of young mothers in the 
economy. From 1970 to 1984, the partici- 
pation of mothers in the informal econ- 
omy with children under the age of one 
almost doubled. Participation within 
this group rose from 24 percent to 47 
percent.44 The participation rate in- 
creased generally in line with the age of 
the youngest child.* It seems that the 
paradigm of a fatalistic reversion back 
to maternal roles may no longer hold in 
the United States. At least the trend in 
the United States is very clearly in the 
opposite direction. 


42. Stuart Henry, “Can the Hidden Economy 
Be Revolutionary? Towards a Dialectical Analysis 
of the Relations between Formal and Informal 
Economics,” mimeographed (Norfolk, VA: Old 
Dominion University, 1986). 

43. Vinay, “Family Life Cycle;” pp. 92-93. 

44. Howard Hayge, “Working Mothers Reach 
Record Number in 1984,” Monthly Labor Review, 
p. 31 (Dec. 1984). 

45. Ibid. There is one exception. The figure 
dips or flattens slightly for mothers with children 
between four and five years old. 
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Many authors, including myself, feel 
that the roles that women play in the 
informal economy—and certainly the 


' occupations they fill in the informal 
`- economy—closely mirror their status in 
- the formal economy. The more objective 


analysis shows that women are certainly 
no better off in the informal than in the 
formal economy. In the words of Ivan 
Dlich: 


In shadow work much more intensely than in 
wage labor women are discriminated against. 
Less measurably, but even more massively 
than in wage labor, there is a sex differential 
in the bondage to this work. They are tied to 
more of it, they must spend more time on it, 
they have less opportunity to avoid it, its 
volume does not diminish when they take 
outside employment, and they are penalized 
more cruelly when they refuse to do it. What 
women are cheated out of in wage labor 
through discrimination is only a small frac- 
tion of the shadow price due them for their 
unpaid shadow work.** 


The point is that participation in the 


~ 


informal economy may not bea halcyon | 


experience—an escape from the shackles 
of the wage economy*’ or an escape 
from what Marx would call the world of 
necessity. It may as well be the case that 
the informal economy reinforces the 
strong division of roles and the inferior 
status of women. As Vinay states, there 
is a difference between “work imposed 
by necessity by the sexist division of the 
workforce on the one side—and activi- 
ties performed for self-achievement and 
self-satisfaction on the other,™® 


46. Illich, “Vernacular Gender,” p. 9. 

47. Ray Pahl, “Employment, Work and the 
Domestic Division of Labour,” International Jour- 
nal of Urban and Regional Research, 4:14-17 
(19890). 

48. Vinay, “Family Life Cycle,” p. 95. 
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Does women’s coping through 
informal work enhance the 
formal economy? 


There is a perspective that looks at 
the informal economy as a buffer to or 
an enhancement of the formal economy. 
The empirical work that Ferman has 
done strongly suggests that the opportun- 
ities of the informal economy make the 
flaws in the formal economy bearable. 
Further, he argues that participation in 
the informal economy really becomes a 
deliberate and critical coping strategy 
when formal employment fails to meet 
the individual’s economic and psycholog- 
ical needs.49 

Thus irregular work-—and off-the- 
books payment for it—may be used by 
women who receive one or more forms 
of transfer payment, such as disability 
payments under Social Security, Aid to 
Families with Dependent Children 
(AFDC), and Veterans Disability Pay- 
ment. If the income were reported, it 
would result in the woman’s being re- 
moved from public assistance. If the 
person did not earn extra income, she 
would not be able either to make ends 
meet or to achieve certain of her needs. 
An example from the Ferman study 
follows: . 


Mrs. Scruth is 53 years old, divorced, unem- 
ployed, and ill. She is receiving AFDC and 
public assistance. She is physically unable to 
care for her home and a housekeeper is 
provided once a week through a social 
service agency. She has housed at least two 
roomers over the last five years. They are 
charged monthly rent for room and board 
and the income is not reported for tax 
purposes. Mrs. Scruth requires her tenants 
to pay their rent promptly as this income is 
vital to her.5? 


49. Ferman, “Participation in the Informal 
Economy,” p. 24. 
50. Ibid. . 


Another role that the informal econ- 
omy may play for women is the opportun- 
ity to try out some job skills. Oppor- 
tunities are not nearly so bound by 
formal credentials in the informal econ- 
omy and so are more accessible to 
women. The notion that blocked oppor- 
tunities in the formal economy spawn 
informal activity has also been argued 
by both Pahl and Gershuny,>! who have 
observed that economic recessions lead 
to many experiments with small entrepre- 
neurs. For example, some argue that 
small businesses in the informal economy 
are used as a springboard to start more 
legitimate businesses.52 

There is no reason to assume that this 
relationship between the informal and 
formal economy is simple. As Henry has 
written in his work on the political 
economy of the informal economy, the 
existence of the informal both signals 
the deterioration of the formal and at 
the same time supports the formal 
economy.*3 

Looking at the motivation on the 
individual woman’s level, there are prob- 
ably a multiple set of factors driving an 
individual from the formal economy to 
the informal. There may be as many 
different individual reasons for women 
participating in the informal economy 
as there are for men doing so. In other 
words, the possibility exists that women’s 
reasons are idiosyncratic and individual, 
not systematic or gender linked. As 
Agassi states, the combination of factors 
may include greater unemployment, 
wage differentials, and occupational seg- 


51. Gershuny, “Technology, Social Innova- 
tion”; Pahl, “Employment, Work and the Democra- 
tic Division of Labour.” 

52, Graeme Shankland, “Towards Dual Econ- 
omy,” Guardian, 23 Dec. 1977, p. 18. 

53. Henry, “Can the Hidden Economy be 
Revolutionary?” 
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regation, as well as attitudinal character- 
istics of women, such as the greater 
importance given to instrumental values 
and a greater tendency to revert back to 
a conventional maternal role.>4 

Does the fact that the informal econ- 
omy performs this function in relation 
to the formal economy mean that we can 
view it as an equalizer? Does it tend to 
make the distribution of income from 
the formal economy more uniform and 
less gender biased? Some recent empiri- 
cal evidence suggests that the informal 
economy is not necessarily a salve for 
unemployment. Pahl; for example, sug- 
gests that those already in the formal 
economy have a much better chance of 
engaging in the informal. Therefore, 
some people may have one and a half 
jobs—one in the formal and another one 
part-time and off the books—and others 
may have none. This, in addition to the 
fact-that wage rates in the formal parallel 
those in the informal, means that those 
who are “more equal” in the formal may 
be “more equal” in the informal. Thus 
the role of the informal economy as 
being an equalizer. is not supported.*5 
Similarly, Alden shows that double job- 
takers and moonlighters are not so 
much the poor but those already most 
active in the formal economy who spend 
holidays doing extra work and overtime.*¢ 

` The most significant encumbrance to 
the potential egalitarianism provided by 

54. Agassi, Comparing the Work Attitudes, 
pp. 65, 265; see also Larry DeBoer and Michael 
Seeborg, “The Female-Male Unemployment Dif- 
ferential: Effects of Changes in Industry Employ- 
ment,” Monthly Labor Review, pp. 8-13 (Nov. 
1984). 

55. This does not negate the fact that the 
irregular economy does help low-income indi- 
viduals cope. See Pahl, Divisions of Labour. 
` 56. Jeremy D. Alden, “Holding Two Jobs: An 
Examination of ‘Moonlighting, ” in Informal 
Institutions, ed. Stuart Henry (New York: St. 
Martin’s Press, 1981), pp. 43-59. 
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simultaneously participating in the for- 
mal economy part-time and devoting 
the rest of the time to communal activi- 
ties as suggested is “both the actual 
social division of labour and the sexist 
division of work tasks.”5? To Vinay and 
to me, it seems clear that no society, 
least of all our society, has overcome 
this. 

The theories so far considered as 
explanations of women’s participation 
in informal activity have several flaws. 
First, some theorists impute their own 
values to the observed behavior of 
women in the informal or formal econ- 
omy without independent evidence that 
women have those values as their motiva- 
tion; it is best not to espouse a theory 
that works a priori from an assumption 
as to why. Thus a theory is needed that is 
both agnostic and value free regarding 
the motivation of females. The theory I 
shall put forth is a behavioral interpreta- 
tion of an individual’s response to the 
formal or informal economy. Assump- 
tions of atomized individuals in the 
marketplace choosing the formal or 
informal based on rational criteria may 
be mistaken. Similarly mistaken is the 
notion that the entry of females into the 
informal economy represents a feminist 
statement or even a statement rejecting 
market values. Since the woman may be 
participating in the informal economy 
for aS many reasons as the male, a 
theory that neutrally describes this be- 
havior is desirable. 


57. Vinay, “Family Life Cycle,” p. 95. See also 
J. I. Gershuny, “Post-Industrial Society: The 
Myth of the Service Economy,” Futures, 9:103-14 
(1977); idem, After Industrial Society? (New York: 
Macmillan, 1978). idem, Social Innovation and 
the Division of Labour (New York: Oxford Univer- 
sity Press, 1983); Rolf G. Heinze and Thomas Olk, 
“Development of the Informal Economy: A Stra- 
tegy for Resolving the Crisis of the Welfare State,” 
Futures, pp. 189-204 (June 1982). 


80 THE ANNALS OF THE AMERICAN ACADEMY 


A further flaw in the theories we have 
considered is that they are lacking in any 
organizational context. Decisions to take 
a job, leave a job, or combine two jobs 
usually occur within a context of a 
specific organization. The theory of moti- 
vation that I shall develop tries to accom- 
modate these two qualities: the first is 
that it is neutral or value free, and the 
second is that it has an organizational 
perspective. 


A theory of participation and 
- motivations: exit, voice, 
loyalty, and dual loyaity 


- The explanatory categories that Hir- 
schman developed to explain an in- 
dividual’s exit from or bonding to an 
organization provide a theoretical frame- 
work with which to examine a person’s 
decision regarding participation in the 
informal economy, the formal economy, 
or both.5# Exit is the person’s decision to 
move from the formal to the informal 
economy. Voice is a decision to stay 
within the formal but to do something 
about the objective conditions there, 
such as to unionize or to file a lawsuit. 
Loyalty is the person’s decision to stay 
in the formal, not to exit, and not to 
exercise voice. Finally, dual loyalty is a 
decision to participate in the formal 
economy as well as to absorb a job, paid, 
or unpaid, illegal or legal, in the informal 
economy. It seems plausible, based on 
recent survey data of Pahl’s and esti- 
mates by Feige and Gutmann’? of the 


58. Albert O. Hirschman, Exit, Voice and 
Loyalty: Responses to Decline in Firms, Organiza- 
tions and States (Cambridge, MA: Harvard Univer- 
sity Press, 1970). 

59, Edgar Feige, The Irregular Economy: Its 
Size and Macro-Economic Implications (Madi- 
son: University of Wisconsin, 1979); Peter Gut- 
mann, “The Subterranean Economy,” Tax and 
Spending, pp. 4-11 (Apr. 1979). 


enormous scope of activities subsumed 
under the rubric of irregular, that this 
status of dual loyalty is the norm rather 
than the exception. 

The framework is a general one, 
broad enough to explain both male and 
female behavior. However, I would posit 
the following conclusions based on the 
evidence adduced in the previous empiri- 
cal and theoretical discussion. The dual- 
loyalty status is one more frequently 
occupied by women than by men. It is a 
particularly good match for women who 


. are mothers. Since there is an increasing 


trend for these mothers to adopt the 
dual-loyalty status rather than the exit 
strategy, does this mean that there will 
be a net decrease in the amount of 
informal activity performed by women? 
Probably not. Although gender roles 
are changing, it is generally the case that 
male spouses are not changing their 
relative contribution as quickly as their 
wives are changing from exit to dual 
loyalty. Who then is going to do the 
extra work generated by the advent of 
another—or even the first—child in the 
household, chores like child care, laun- 
dry, and cleaning, if the mother is dually 
loyal? The answer is that the work will 
be done in the informal economy and no 
doubt by a woman. The only alternative, 
and there is some evidence that this 
happens also, is for the woman to com- 
press extra work into the evenings and 
the weekends. 

It is my strong assertion that the 
presence of women, or their predom- 
inance, in the informal economy cannot 
be said to reflect a preference for infor- 
mal work, nor is it a feminist rejection of 
the formal economy’s macho values. It 
is at least as likely that women are forced 


60. The reader will recall the figures on the 
relative amount of household effort men and 
women contributed to the household. 
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by a combination of economics and sex 


bias to be there. Many are there out of ` 


necessity rather than choice. 

The trend from exit to dual loyalty is 
not the only trend in the work force. 
Influenced by, though not determined 
by, feminist values and changing gender 
roles, there are more and more women 
participating in the formal economy 
who remain single or who marry and 
remain childless. In other words, loyalty 
is increasing among women. I submit, 
though, that the social reinforcement 
for loyalty—formal participation—among 
men still grossly exceeds that among 
women. Thus the househusband is.a 
deviant role; the housewife is not. The 
career woman is a more deviant role for 
a woman than the career man is for a 
man. Note that “career man” sounds 
awkward or redundant merely because 
the societal assumption is so strong that 
not only will men have jobs, but they 
will have careers. Thus the outcome is a 
differential tendency for women to exit, 
or never to have entered the formal 
market. 


CONCLUSION: 
POLICY IMPLICATIONS 


By way of conclusion, I would like to 
sketch the policy implications that follow 
from the changing role of women in the 
economy and their heavy participation 
in the informal economy. One of the key 
policies that is needed is day care. Fed- 
eral support for—or regulation of— 
low-cost and safe day care is rather 
critical both to the working mother’s 
ability to choose either the formal or 
informal economy and to'her ability to 
hold any form of employment. Given 
the very low wages of many women 
workers, the provision of inexpensive 


day care often means the difference 
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between being on welfare and being 
employed, at least for a particular—and 
rather large—group of women, that of 
single parents who are heads of house- 
holds. Even with middle-class and upper- 


. class working mothers, this is an im- 


portant issue since women with young 
children no longer drop out of the labor 
force. In fact, their participation rate is 
now identical to that of working women” 
in general. | l 

A second policy implication is that 
jobs in the informal economy are without 
the protections enjoyed by jobs in the 
formal economy, such as the benefits of 
protective legislation and a union con- 
tract. Since the latter only protects ap- 
proximately 20-25 percent of the work 
force currently, it is the government 
regulation that would be the most useful 
to most workers, even though the scope 
of issues it controls is much narrower 
than the average union contract. 

The discussion of the informal econ- 
omy is often fragmentary and reduction- 
ist, failing to consider the context of the 


_ broader political system. To omit the 


government as an actor from analyses of 
the informal economy is an obvious and 
unfortunate omission, since govern- ' 
ments can with a stroke of a pen change 
the status of an activity from legal to 


- illegal and vice versa. Both the stance of 


the government and the laws themselves 
can serve to limit, tolerate, or reenforce 
the informal economy. The government 
can decide to round up those who do not 
pay their income taxes, can bring actions 
against employers who do not extend 
employee protections to their small busi- 
ness endeavors, and can bring actions 
against employers and individuals for 
nonpayment of social security taxes. 
Alternatively, the government can choose 
to ignore the problem. The main govern- 
ment activity in the United States has 
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been initiated by the Internal Revenue 
Service and has been aimed at finding 
noncompliers. 

The Department of Labor has moved 
in a different direction recently. It has 
endorsed the informal economy to the 
extent that it has lifted the ban on 
homework, much to the chagrin of 
unions, feminist groups, and female 
unionists, such as the Coalition of Labor 
Union Women. In the words of Joyce 
Miller, the Coalition of Labor Union 
_ Women president, “Homework will bring 
back the industrial dark ages of long 
hours at low wages with health and 
safety abuses.”6! 

The main policy choice for a govern- 
ment is whether to acknowledge the 
existence of the informal eccnomy. If it 
does, it must provide subseqrent regula- 
tion extending the available protections 
for formal workers to workers in the 
informal economy. Obviously, the other 
policy choice is whether and how to 
collect income taxes and social security 
from those in the informal economy. 

Another policy implication is that 
labor force participation of women may 
be grossly underestimated, given the 
extent of their activity in the informal 
economy. The government statistics 
should be revised in order to give an 
alternative and more accurate reading 
of the level of female participation in the 
labor force. 

Finally, there are some policy issues 
raised by both the unprecedented entry 
of more and more women workers into 
the formal economy and the increasing 
numbers of women who have dual 
loyalty. This development should create 
- more demand for day care, flextime, 


61. C.L.U.W. News, no. 60, p. | (Nov.-Dec. 
1986). | 


| and, ironically, according to my analysis, 


more—not less—informal economy work 
at the same time. 

There are two converging factors that 
will change the funcamental character 
of female participation in the work 
force. The first is the increasing number 
of women who are in the formal econ- 
omy; the second is the important—in 
fact, predominant—role that females 
play in the informa: economy. These 
two developments pose a challenge both 
to researchers and to policymakers. 
What we are seeing, if not a new develop- 
ment, is the official recording of a 
historical development. 

Summing up, I argue that women’s 
contribution to the informal economy is 
so dramatic—although invisible—that 
if ever recorded, it wold usher in a new 
chapter in the book of women in the 
work force. Although women’s role in 
the informal economr may well be ex- 
ploited, rather than being the romantic 
alternative experience: of escaping from 
the bondage of the fcrmal wage labor 
economy, the entry into the formal 
labor market has not b2en as self-actual- 
izing and liberating as the women’s 
liberationists and feminists had hoped. 
This fact has led some feminists such as ` 
Betty Friedan to challenge the value of 
superwoman as a realistic goal. Referring 
to the rigors of dual-loyalty status, the 
popular writer Erica: Jong is quoted as 
saying, “We have lib2rated ourselves 
into a state of exhaustion.” 

What is certain is that any analysis of 
women’s contribution to work that does 
not take account of the informal econ- 
omy will be seriously flawed. Similarly, 
any examination of the informal econ- 
omy that ignores the contribution of 
women’s hidden labor does not deserve 
to be taken seriously. 
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Measuring the Informal Economy 
By JAMES D. SMITH 


ABSTRACT: This article presents results from a study of the informal 
economy carried out by interviewing a national probability sample of 
approximately 2100 families. Each family was asked about purchases it 
had made from vendors who were selling goods and services on the side. A 
number of questions were asked about each vendor to help verify that 
vendors were indeed functioning as informal suppliers. Although not all 
characteristics had to be present for any single supplier, informal suppliers 
were characterized as individuals who had casual record-keeping systems, 
lacked a fixed place of business, and relied upon word of mouth and other 
casual means of advertising. Typical of such vendors are automobile 
mechanics operating in a home garage, produce sellers operating from a 
roadside stand, and craftsmen who operate from a pickup truck or in a 
home workshop. It was found that about $42 billion in informal economic 
activity took place in 1981 and that four out of every five American families 
purchased something from an informal vendor. Home repairs, accounting 
for over $12 billion, constituted the largest form of informal economic 
activity. The second most important was food sales. 


James D. Smith is a research scientist and program director at the Survey Research 
Center of the University of Michigan. He has written widely on the distributions of income 
and wealth and on the application of microanalytic simulation models for informing public 
policy. His work on the informal economy is a natural extension of his work on income 
distribution. | 
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HE informal economy is defined as a 

-subeconomy of what one might call 
the nonformal economy: all those eco- 
nomic activities, legal and illegal, that 
elude the national income accounts be- 
cause vendors’ operating styles are such 
that the final counting mechanisms of 
the national income accountants do not 
detect them. There has been a paucity 
of research on the informal economy in 


the United States, and what there is 


focuses on macroeconomic issues: the 
magnitude and size of the informal 
economy expressed in financial terms, 
the evasion of tax payments, and correc- 
tions in national income accounts when 
we add the monetary value cf informal 
exchanges. Two studies have used a 
microeconomic approach, surveying 
users of informal exchanges to identify 
the characteristics of participants in the 
informal economy as well as their motiva- 
tions, values, attitudes, and norms of 
exchange. The purpose of this article is 
to report the results of one of these 
„surveys, focusing on the following 
questions: 


1. What is the size of the informal 
economy in the United States? 

2. Who are the vendors that operate 
in this economy? 

3. Who are the purchasers of goods 
and services in this economy? 

4. What are the motivations that 
predispose consumers to use the infor- 
mal rather than the formal economy? 


An understanding of how the infor- 
mal economy operates and how it con- 
tributes to our national economy must 
focus on the decisions and behavior of 
individuals who participate in informal 
exchanges. Any consequent public policy 
on informal economics must take into 
account the social reality of economic 
exchange that flows from these decisions 
and behavior. 
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The informal economy includes all 
types of market economic activity concep- 
tually in the national accounts that is 
undermeasured due to the informal busi- 
ness styles of vendors. Put another way, 
it includes all activity that is conceptually 
within the national income accounts 
definitions but not captured for lack of 
any adequate auditing trail. Major sour- 
ces of national accounts data are business 
and personal income tax returns. If 
returns are not filed by entrepreneurs, 
the sources are deficient. If entrepreneurs 
report only part of their activities, the 
tax records again are deficient. The 
informal economy is not defined, how- 
ever, by the failure to pay taxes. Some 
informal vendors file returns and pay 
taxes, others file returns but do not owe 
taxes, and still others neither file returns 
nor pay taxes. 


SCOPE AND PROCEDURES FOR 
MEASURING THE 
INFORMAL ECONOMY 


Although entrepreneurs operating in 
the informal economy are not likely to 
be as sensitive to researchers’ questions 
as those who ply their wares in the illegal 
economy, it is nevertheless difficult, if 
not impossible, to make national mea- 
surements of informal economic activity 
by interviewing vendors. Although the 
source of their income may be legitimate, 
they frequently operate at the margin of 
conformity with requirements for li- 
censing, permit filing, and performance 
codes. Even if they do not owe taxes, 
some will be in technical violation of 
filing requirements of state, local, and 
federal governments. Hence informal 
economy vendors are sensitive about 
discussing their entrepreneurial activi- 
ties. Even if they were willing to provide 
information to researchers, one despairs 
of designing a probability sample from 
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which national estimates can be derived. 

The approach taken in the study 
reported here was to measure the size of 
the informal economy by measuring the 
value of purchases households made 
from informal vendors. By definition, a 
dollar spent by one person is a dollar of 
income to another. This approach has 
both advantages and disadvantages. The 
advantages are that (1) purchasers are 
willing to talk about their transactions 
with informal vendors; and (2) it is 
relatively easy to design a national prob- 
ability sample of households. The disad- 
vantages are that (1) purchasers are 
often hard-pressed to differentiate be- 
tween vendors in the formal economy 
and those in the informal; and (2) we are 
in a position to collect only a limited 
amount of information’ about vendor 


characteristics. Therefore, purchasers — 


must be asked about proxies denoting 
an informal entrepreneurship. 

The point should be made, however, 
that people have a well-developed sense 
that there are vendors who “work off the 
books” or “on the side.” Indeed, the 
latter terminology was found in focused 
discussion groups and national pretests 
to be a part of the national vocabulary. 
It also became clear from the informal 
discussion groups that there is a general 
belief that on-the-side vendors are evad- 
ing tax obligations. Furthermore, the 
generally expressed view was that such 
tax evasion was only a little wrong, like 
driving 60 miles an hour. If one gets 
caught, one pays the fine, but it is a 
minor and technical violation of an 
unjust law. Indeed, the view was fre- 
quently expressed that taxes were un- 
justly distributed because loopholes 
allowed persons with large incomes to 
avoid paying their fair share. Informal 
economy transactions were seen by some 
as do-it-yourself tax reform. 

A national sample of approximately 
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2100 households was interviewed by - 
phone. The interviews were taken in 
August, September, October, and Novem- 
ber of 1981. Questions about purchases 
in the informal economy were included 
within a set of questions broadly eco- 
nomic in nature that are asked in the 
monthly Surveys of Consumer Attitudes 
by the University of Michigan’s Survey 
Research Center. When the responses to 
these questions are weighted, national 
estimates of the amount spent and the 
types of goods and services purchased 
are produced. 

The questionnaire used for the infor- 
mal economy study was developed after 
focused discussion group sessions with 
persons who were living in both urban 
and suburban areas and who had in- ` 
comes representative of a cross section 
of Americans. The questionnaire pro- 
ceeded through three pretests before a | 
final instrument emerged. 

Three waves of interviews, each con- 
sisting of a sample of about 700 house- 
holds, were conducted beginning in 
August and ending in November of 
1981. Respondents were asked to report 
amounts spent on a variety of goods and 
services during the “last 12 months.” 
The three waves were pooled and treated 
as though they were a single set of 
interviews taken at a point in time. The 
information thus collected is best thought 
of as representing the purchases of con- 
sumers in the 12 months from November 
1980 through October 1981. For ease of 
expression, the estimates are referred to 
at times in the text as for the year 1981. 
For a few goods and services, respon- 
dents were asked about the amounts 
they spent in the three months preceding 
the interview, and in a few other cases, in 
the six months preceding the interview. 
This was done to facilitate recall Lia 
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ported were adjusted to anrual values. 

As noted, the questions regarding 
informal economic transactions were 
conducted as part of the monthly Sur- 
veys of Consumer Attitudes. The surveys 
have a large economic component. Thus 
the questions on informal tzansactions 
were asked in the contex: of many 
questions about related economic activ- 
ity. Before asking respondenis the ques- 
tions related to the informai economy, 
we straightforwardly stated, “We would 
like to ask you some questions about the 
opportunities people have to buy goods 
and services from persons who sell them 
on the side.” 

For each of the areas of consumption 
the focus on informal activity was re- 
inforced by giving examples or by re- 
stating the request for information about 
purchases made from vendors doing 
business “on the side.” 

A number of questions about the 
vendor’s occupation, the place where 
services were performed or goods re- 
ceived, how respondents learned about 
the vendor, and whether payment was 
requested in cash were asked to help 
filter out of the estimates formal econ- 
omy activities that might otherwise creep 
into respondents’ answers. 

The use of checks for payment cer- 
tainly does not denote a formal economy 
transaction, nor does the request for 
cash provide a positive indicator of an 
informal economy transaction. Even with 
illegal activities, such as political pay- 
offs, prohibited contributions to politi- 
cal parties, bribes, and the like, a check 
may provide the wrongdoer’s undoing 
only if.an intense investigation takes 
place. It is nót likely that informal 
economy transactions are traced through 
checks, even when the vendor is underre- 
porting income to official taxing bodies. 
On the other hand, a vendor might ask 
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for cash simply because the customer is 


not known or the merchant has experi- 
enced excessive numbers of returned 
checks. Particularly when dealing with 
customers who are transient, such as 
might be the case with roadside stands, 
checks that bounce may, for practical 
purposes, be uncollectable. In any case, 
a request for cash is taken to be only 
mildly corroborative evidence of an infor- 
mal economy transaction. 

When it was not obvious where a 
transaction or a service took place, 
respondents were asked this information 
to aid in excluding from their reports 
amounts spent in the formal economy. 
As with a request for a payment in cash, 
the location of a transaction provides 
only weak evidence of the proper classifi- 
cation of an expenditure in the formal or 
informal economy. Nevertheless, it is 
one of a set of weak indicators that, 
when taken as a group, can often provide 
reliable guidance. 

Respondents were asked how they 
learned about the provider. Here the 
concern was to identify modes of adver- 
tising or other indicators that the vendor 
was in fact aformal economy vendor. In 
the case of personal care, respondents 
were asked if the provider was licensed. 
Other things being equal, licensed ven- 
dors are more likely to be found in the 
formal as opposed to the informal 
economy. 


- THE SIZE OF THE 
INFORMAL ECONOMY 


The upper limit of the informal econ- 
omy, as defined here, is estimated to be 
about $42 billion dollars in 1981. Inter- 
nal Revenue Service analysts believe 
that about $10 billion of this was reported 
on income tax returns. This compares to 
a gross national product of $2.9 trillion 
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and personal consumption expenditures 
of $1.9 trillion during the same period.! 
The $42 billion is the gross value of sales 
and should not be construed as the net 
income of informal vendors. Whether a 
business operates in the formal, infor- 
imal, or illegal economy, it faces oper- 
ating expenses that reduce net income; 
profits are but a fraction, and sometimes 
a negative fraction, of gross receipts. 
The Internal Revenue Service reports 
that its records indicate that the net 
income on tax returns with business 
income is about 59 percent of gross 
receipts. If the Internal Revenue Service 
proportion is correct, about $25 billion 
of unreported income existed in the 
informal economy in 1981. Some of this 
would not have been taxable, however. 

The range of goods and services sold 
in the informal economy is quite exten- 
sive. Table 1 shows the value of informal 
transactions in 15 broad classes of goods 
and services measured in this study. The 
two largest components of the informal 
economy are home repairs and food; 
they accounted for about $12 billion and 
$9 billion, respectively, in 1981. They 
are quite different components from the 
standpoint of their underlying produc- 
tion processes. Food, which is sold in 
informal markets by producers, has a 
relatively capital-intensive production 
process. Home repairs, on the other 
hand, are labor intensive. What the two 
areas have in common with all informal 
market activities is that they can be 
carried on by asole proprietor working 
alone or with the assistance of only one 
or two employees. 

The need for record keeping is mini- 
mal. It is entirely possible for a farmer to 
produce an ancillary crop—say, ber- 

1. Gross national product and personal con- 
sumption expenditures are annualized preliminary 
second-quarter figures. ~ 
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ries—for which he keeps no production, 
sales, or cost records. Indeed, such record 
keeping may not be cost effective. If he 
has no employees or only employs family 
members, he may also avoid keeping 
records for unemployment compensa- 
tion, tax, and occupational safety or 
health agencies. Since he purchases very 
little from suppliers in the production of 
berries, his record keeping is minimal on 
this scoré as well. Furthermore, his 
merchandising style can be very casual. 
A simple sign proclaiming “Fresh Ber- 
ries,” temporarily set up each season 
and staffed by his children, can be 
adequate to bring customers to his door 
or aroadside stand and provide a signifi- 
cant volume of sales. 

Expenditures for child care in unli- 
censed establishments and/or in the 
homes of the families buying such care 
came to $5 billion. When child care was 
provided in the purchaser’s home, ven- 
dors were classified as informal sup- 
pliers. Some child care provided in the 
vendor’s home is, of course, in the 
formal economy, but it is believed to be 
a relatively small amount. 

Domestic services were classified as 
informal or formal by whether or not 
providers were directly engaged or em- 
ployed through a commercial cleaning 
firm. An amount of $3.9 billion was 
measured for the former whereas very 
little of the latter was found. 

The repair of automobiles has an — 
upper limit of about $2.8 billion in the 
informal economy. The classification of 
automobile repair services reported in 
the survey presents greater problems 
than do domestic services or child care, 
where the purchaser is likely to have a 
significant knowledge of the vendors’ 
characteristics. 

All purchases from sidewalk vendors 
and at. flea markets were classified as 
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TABLE 1 
VALUE OF PURCHASES FROM INFORMAL VENDORS BY TYPES 
OF GOODS AND SERVICES, 1981 (Millions of dollars) 


Goods and Saervic3s 


Home repair and additions 
Food 
’ Child care 
Domestic service 
Auto repair 
Sidewalk vendor coods 
Flea market goods 
Lawn and garden services 
Lessons 
Fuel 
Applilance repair 
Adult care 
Cosmetic service 
Sewing and related services 
Catering 


Tota! 


Arcount 


12 245 
9 003 
4955 
3.882 
2310 
1782 


SOURCE: J. Smith, T. Moyer, and E. Trzclnski, “The Measurement of Selacted Income Flows 


in informal Markets” (Report, Survey Research 
Michigan, 1982), 


taking place in the informal economy. 
Flea markets are a less peripatetic form 
of sidewalk vending. The degree to 
which flea markets are organized varies. 
Depending upon the political jurisdic- 
tion, flea market vendors may be required 
to acquire permits or licenses in addition 
to paying a booth fee, but otherwise flea 
market vendors have the earmarks of 
informal economy entrepreneurs. 
Respondents were asked about the 
purchase of lawn and garden services. 
These are typically supplied by youths 
of high school and college age, in spite of 
a growing lawn and garden care industry 
in affluent suburbs. Respondents were 
queried about whether such services 
were provided by a firm or business 
providing lawn care services, or by a 
person operating more casually. The 
estimates are believed very clean, with 
little of the formal economy having 
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crept into the $1.4 billion of reported 
transactions. 

Lessons, ranging from academic tu- 
toring to flamenco dancing, accounted 
for $0.9 billion of informal market activ- 
ity. Many lessons involve a single instruc- 
tor and a single studemt. Payments are 
often made on a lessor—by-lesson basis, 
and the instructor frequently operates in 
his or her own home or the home of the 
purchaser. All these conditions lend 
themselves to an informal economy 
activity. 

Soaring fuel costs ir. 1981 rekindled 
interest in coal and wood as sources of 
heat. We asked about the purchases of 
coal and wood from vendors operating 
on the side as opposed to established 
businesses. For practical purposes we 
did not find any informal market in 
coal, but we did uncover a substantial 
informal cordwood market, yielding 
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about $0.7 billion. For. a small invest- 
ment in a chain saw and a used but 
serviceable pickup truck with aging 
springs that may be stiffened by anextra 
leaf installed on a Saturday afternoon, 
many a young man appears to have gone 
into the cordwood business. These entre- 
preneurs may be found on weekends in 
an A&P parking lot or slowly plying 
their wares door-to-door, asking cus- 
tomers if they have friends who might 
also want a cord of wood delivered and 
racked. ; 

Appliance repairing, except for major 
items, has largely disappeared in mass- 
consumption societies because it is labor 
intensive and hence costly relative to 
replacement. Households spent about 
$0.75 billion in the informal economy 
for such repairs, however. 

Although the care of adults represents 
a much smaller part of the informal 
economy than does child care, nearly 
$0.4 billion was spent with unlicensed 
suppliers of such services. About the 
same amount was spent for cosmetic 
services. 


VENDORS IN THE 
INFORMAL ECONOMY 


Who were the recipients of the $42 
billion spent by consumers in the infor- 
mal economy? Because the estimates 
were derived from consumers’ reports of 
their purchases in the informal economy, 
the study relies on information provided 


by purchasers about vendors. Where an 
‘arm’s-length transaction occurs, neither 


party to it necessarily knows much about 
the other. For some transactions, how- 
ever, a significant knowledge of vendors 
may be held by buyers. For instance, a 
vendor of child care is usually known 
relatively well by a buyer. 

All respondents were asked about 
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vendors’ usual occupations—whether 
they were full-time on-the-side entrepre- 
neurs, had regular jobs, were retired, 
and so on. In Table 2 this information is 
shown without regard to what was pur- 
chased. About a quarter of the value of 


, informal economy transactions involved 


vendors who were regularly employed. 
For these vendors the income from their 
informal economy activity supplements 
wages from a regular job. The remaining 
three-quarters of the value of transac- 
tions in the informal economy involved 
vendors whom one would not expect to 
have large amounts of other income, on 
average. A possible exception is retirees; 
who accounted for approximately $1.5 
billion of informal economy transactions. 
Transactions worth $1 billion were 
conducted in the informal economy with 
vendors who were full-time on-the-side © 
vendors. About $4 billion in informal 
transactions were with friends or rela- 
tives. It is not evident from the data 
what the economic status of the vendors 
or purchasers is in this kinship net- 
working of transactions. It seems likely 
that such transactions take place in all 
economic strata and are not limited to 
reciprocity among friends and kin of 


: low- and middle-income individuals. In- 


deed, the nature of the services suggests 
that the activities took place across a 
broad economic spectrum. Most of them 
were for the care of family members and 
for lawn maintenance. Included in the 
“other” category are combinations of 
occupational status and statements such 
as “he does odd jobs” or “he is a 
handyman.” The $2.2 billion in “don’t 
know or undetermined” arose partly 
because of an inappropriate response of 
“yes” to the question “Does this person 
also have a regular job and do repairs on 
the side, is he retired or what?” It was 
impossible to tell whether the respon- 
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TABLE 2 
GROSS SALES IN THE INFORMAL ECONOMY BY OCCUPATIONAL 
-STATUS OF VENDORS, 1981 (Milllons of dollars) 


Occupation 


Regular job 
Unemployed or laid off 
On strike 

Retired 

On-tha-side operator 
Housewife 

Student 

Part-time worker 
Student with regular job 
Friend or relative 
Nurse 

Babysitter 

Day care center 
Nursing home 


Friend or relative day care operator 


Other 
Don’t know or undstermined 
inappropriate to ask 


Gross Sates 


11,732 
675 
99 
1,496 
1,126 
112 
329 
69 

29 
4,071 
77 
477 


648 
2,159 
18,378 


SOURCE: Smith, Moyer, and Trzcinski, “Measurement of Selected Income Flows.” 


dent was answering “yes” to the first 
thing he heard, “regular job,” or the last, 
“retired.” A “yes” response was therefore 
coded as undetermined. This was clearly 
an interviewing error that slipped by 
supervisors. 

There were several sections where it 
was inappropriate to ask consumers 
about vendor occupational status. In 
some cases, the question would have 
seemed absurd—such as with purchases 
from a farmer, at a roadside stand, or at 
a farmer’s market, which amounted to 
$9 billion—-or the respondent would 
find it impossible to know, such as with 
sidewalk vendors and flea market ven- 
dors, transactions with whom totaled 
$1.8 billion and $1.7 billion, respectively. 
The large value in this category is due 
largely to food purchases. 


PURCHASERS OF INFORMAL 
ECONOMY GOODS AND SERVICES 


Over 80 percent of U.S. households 
purchased some goods or services in the 
informal economy in 1981. In this sec- 
tion, we will present information about 
education, income, race, marital status, 
and number of children as it relates to 
participation in the informal economy. 


Education 


Purchasing households and respon- 
dents were slightly above average in 
numbers of years of education completed 
compared to the population as a whole. 
There is a very discernible relationship 
between education and consumer activity 
in the informal economy. Of all house- 
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holds, 83 percent purchased something 
in the informal economy. On the other 
hand, 90 percent of families represented 
by respondents with more than 12 years 
of education made purchases in the 
informal economy in 1981. A chi-square 
statistic computed for the data is sig- 
nificant at the .0001 level, supporting 
the observed relationship between educa- 
tion and activity in the informal economy. 

Not only does the probability of 
being a consumer in the informal econ- 
omy increase with number of years of 
education, but the amount spent syste- 
matically increases with increasing levels 
of education. Families represented by a 
respondent with 8 or fewer years of 
education spent about $159, but the 
amount increased to $293 for those with 
9 to 11 years of education and to $424 
for those with a high school degree, and 
still further, to $672, for families repre- 
sented by a respondent with more than 
12 years of education. In Table 3 nonpur- 
chasers have been excluded from the 
calculation, thus showing for purchasing 
families the average amount spent ac- 
cording to the number of years of educa- 
tion completed by the respondent repre- 
senting the family. 

This same pattern of increasing con- 
sumption with education is, of course, 
true of formal economy purchases. What 
is being observed is not simply a relation- 
ship between education and consumption 
in the formal and informal economies, 
but to a significant extent, a mixture of 
income and education acting upon fam- 
ilies’ propensities to consume because of 
the positive correlation between income 
and education. | 


. income 


The higher a family’s income the 
more likely that family is to participate 
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in the informal economy. In Table 3, 
families are also distributed by their 
annual income and expenditures in the 
informal economy. There is a relatively 
strong tendency for the average amount 
spent in the informal economy to in- 
crease as family income increases. This 


‘ also holds true for average expenditures 


in the formal economy. The mean amount 
spent in individual categories of consump- 
tion, although not evident in the table, is 
far less correlated with income than 
total expenditures in the informal economy. 


Race 
Given the size of the sample, it is not 


possible to provide information by de- 
tailed racial characteristics. The es- 


` timates are limited to those families in 


which the respondent was white and 
those in which the respondent was non- 
white. Nearly 85 percent of white families 
purchased something in the informal 
economy whereas only about 75 percent 
of nonwhite families made such pur- 
chases. Furthermore, as can be seen in 
the distribution in Table 3, white families 
tend to spend more in the informal | 
economy than do nonwhite families. 
This is expected due to the higher income 
level of white families. 


Age 


Looking at informal economy expen- 
ditures by age of respondent, it was 
found that the percentage of nonpur- 
chasers decreases with age. Referring 
back to Table 3, it can be seen that the 
amount spent increases until about age 
35 and then systematically declines until 
it reaches approximately the same level 
that it had been at less than 19 years of 


age. 


92 


THE ANNALS OF THE AMERICAN ACADEMY 


TABLE 3 


MEAN VALUE OF ANNUAL PURCHASES IN FORMAL AND 
INFORMAL ECONOMIES FOR HOUSEHOLDS MAKING 


PURCHASES IN THE INFORMAL ECONOMY, 1881 


income 


$1-$4,000 

$5 ,000-$9 ,999 
$10,000-$14,989 
$15,000- $18,999 
$20,000-$24,999 
$25,000-$29,999 
$30,000-$34,999 
$35,000- $39,999 
$40,000 or more 


Education 
0-8 years 
9-11 years 
12 years 
More than 12 years 


Age ` 

1-18 years 
19-25 years 
26-35 years 
36-45 years 
46-55 years 
56-65 years 

65 years or older 


Number of children 


5 or more 


Race 


White 
Nonwhite 


Purchases In 


Formal Informal 
$2,990.91 $366.95 
2,707.85 237.03 
3,142.58 417.07 
4,226.39 4565.24 
4,089.61 532.74 
4,882.07 572.15 
4,855.86 668.50 
4,830.25 1,384.33 
8,458.40 1,103.39 
$2,965.32 $263.63 
3,796.32 ` 408.08 
4,249.79 512.65 
5,016.18 747.38 
$5,100.44 $320.56 
3,815.41 493.40 
4,818.63 788.62 
5,812.64 685.20 
4 982.32 575.05 
4,000.44 463.20 
2,710.67 304.39 
$3,705.37 $545.99 
5,148.47 515.73 
5,318.94 765.12 
5,718.00 780.44 
6,977.01 747.78 
4,922.44 464.17 
$4,405.30 $615.75 
4,366.52 627.79 


+ 


™ 


Marital status 


Marital status does not make a preat 
deal of difference with respect to whether 
one is a purchaser or nonpurchaser in 
the informal economy. Nonpurchasers 
in all marital categories but “widowed” 


were 14 to 21 percent of all families. A 
slightly higher percentage—-30 per- 
cent—was found for the widowed, but 
this is partly attributable to age. As was 
noted, purchasing dropped off at ages 
over 65, and we would expect to find a 
greater number of widowed in the older 
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age groups. Looking only at families 
who purchased, the amounts spent tend 
to be larger for families headed by 
married and never married persons than 
for other family types. 


Number of children ‘ 


Finally, looking at household expendi- 
tures in the informal economy by the 
number of children, it was found that 
the number of children had little effect 
on whether a family was a purchaser or 
nonpurchaser in the informal economy. 
Looking at Table 3, it is seen that 
expenditures increase with family size, 
up to three children, and then decline. 
This probably reflects an interplay of 


needs and level of income as family size 


increases. 


ECONOMIC PERCEPTIONS AND 
MOTIVATIONS RELATED TO 
THE INFORMAL ECONOMY 


In addition to the information needed 
to estimate the size of the informal 
economy, households were asked whether 
they had ways of making extra money, 
such as extra jobs or sideline businesses 
to help keep their income from falling 
behind prices. They were also queried 
about trading activities in which they 
may have been involved. Further, they 
were asked what they perceived to be the 


major advantages and disadvantages of 


buying from people selling on the side 
and how the current expenditures with 
informal sources compared to the past 
and expected future expenditures. Find- 
ings based on these questions are now 
presented. 


Means of making extra money 


Over one-fifth—22 percent—of the 
population reported they had ways of 
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earning extra money. In fact, many 
families were involved in several extra- 
income activities. The activities reported 
are presented in Table 4. Respondents 


. were anxious to report on these activi- 


ties. Some, in fact, offered their views as 
to whether they thought the activity 
should be considered an on-the-side 
activity. | 

The largest number of mentions, 5 
million (weighted), involved the selling 
of manufactured goods such as Avon, 
Amway, and Tupperware products. This 
activity is on the borderline between the 
formal and informal economies. The 
information is of interest because some 
vendors of such products in fact operate 
in the styles of the informal economy. 

The largest response, for what were 
considered strictly on-the-side methods 
of earning extra money, was for selling 
services such as carpentry, painting, 
plumbing, masonry, and related ser- 
vices—approximately 3 million (weighted) 
mentions. Other activities mentioned 
were training and grooming dogs, buying 
and selling cars, photographic services, 
moving services, transportation services 
for the handicapped or elderly, playing 
in bands, and selling goods at flea 
markets. 


Trading activities 


Respondents were asked if they were 
involved in any trading activities, either 
through organized clubs or on their 
own. It was found that 10 percent of 
U.S. households engaged in trading 
goods and services on their own, but less 
than | percent belonged to formal clubs. 

In response to the question “Please 
tell me what you traded and the things 
you got in exchange in the last 12 
months,” trading services for services 
was the most frequently reported, amount- 
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TABLE 4 
REPORTS OF ON-THE-SIDE ACTIVITIES OF HOUSEHOLDS, 1981 (Millions) 


Number of 
Ways of Making Extra Money Mentions 
Selling goods 
Door-to-door sales of manufactured products—-Avon, Amway, 
Tupperware, and similar products 5.3 
Arts, crafts, furniture, and household Items produced by households 2.2 
Fresh fruits, vegetables, and other food Items grown or produced 
by households 1.5 
Cord wood 0.4 
Selling services 
Carpentry, painting, plumbing, masonry, and related crafts 2.7 
Baby-sitting and house cleaning 2.1 
Lawn and gardening care and one-time cleanups 1.8 
Repalrs of vehicles, furniture, appliances, and lawn equipment 1.7 
Sewing or laundry 1.3 
Beauty care, catering, typing, and income tex preperation : 
Lessons—music, dance, cooking, art, or other lessons 0.6 
Other services 4.5 
Total 17.8 


SOURCE: Smith, Moyer, and Trzcinskl, “Measurement of Selected Income Flows.” 
*Number of mentions does not sum to total dus to multiple mentions. 
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ing to 44.5 percent of trading activities. 
(See Table 5.) The types of exchanges 
included mechanics’ services for carpen- 
try, fixing a car for installing a carpet, 
baby-sitting for baby-sitting, lawn care 
for helping put in dry wall, sewing for 
hair cuts, and medical services for legal 
Services. 


Perceived advantages and 
disadvantages of buying from 
on-the-side vendors 


Respondents were asked what they 
considered to be the major advantages 
and disadvantages of buying from infor- 
mal vendors. The most frequently re- 
ported advantage—in 57 percent of the 


reports—was lower costs. Better quality 
was the next most frequently mentioned, 
in 12 percent. The most frequently stated 
disadvantage, accounting for 45 percent 
of the reports, was the absence of guaran- 
tees and exchange and return privileges. 
Lack of a guarantee caused households 
to fear the loss of money if goods were 
defective or service unsatisfactory. Of 
the reported disadvantages, 31 percent 
concerned’ questionable or uncertain 
quality. 


Level of activity relative to 
the past and future 


Households were asked whether they 
bought “more,” “less,” or the “same” 
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; TABLE 5 
TYPE OF TRADING BY HOUSEHOLDS REPORTING TRADING ACTIVITIES, 1981 








What Was Traded 


Percentage of Reports 





Services for services 
Services for goods 
Goods for goods 
Goods for services 
Services for money 
Goods for money 





SOURCE: Smith, Moyer, and Trzcinski, ‘‘Measuremant of Selected Income Flows.” 


amount in the current year from infor- 
mal vendors relative to the preceding 
year. They were also asked if they in- 
tended to buy “more,” “less,” or the 
“same” in the year ahead compared to 
the current year. Of the households, 9 
percent reported they bought more than 
in the previous year, while 20 percent 
reported they bought less. Intending to 
buy more in the year ahead were 17 
percent, and 14 percent said they intend 
to purchase less. In Tables 6 and 7 
intentions to buy and current purchases 
relative to the past are shown by whether 
the household is currently a purchaser 
or nonpurchaser. 

Households intending to buy more 
on-the-side goods and services next year 
most frequently—in 30 percent of re- 
ports—cited lower prices as the reason. 
Greater accessibility to on-the-side opera- 
tors and prior good experience with 
informal economy sources were reported 
about 15 percent of the time (Table 8). 

The most frequently stated reasons 
families gave for spending less in the 
informal economy was that their needs 
for goods or services would decline in 
the year ahead—given 34 percent of the 
time—-or that their personal economic 
condition would decline—18 percent. 
(See Table 9.) 

It is of interest that the reasons for 
increased activity in the informal econ- 


_ omy are related to favorable experience 


in dealing with informal suppliers— 
lower prices and good quality—while 
the reasons for decreasing activity have 
to do with changes in a family’s own 
situation—reduced consumption needs 
or reduced income. This argues against 
the informal economy as a second-class 
market to which one goes in hard times, 
and it supports the hypothesis that the 
informal vendor is becoming a more 
important part of-the economic system. 

Turning to why households bought 
more in the current year than in the 
previous year, households reported 
lower prices most frequently—25.1 per- 
cent of the reports. To overcome the 
erosion of consumption by inflation, 
households may find it increasingly im- 
portant to purchase goods and services 
inexpensively. The second most stated 
reason, accounting for 18.7 percent of 
the reports, was prior good experience 
with informal economy sources. (See 
Table 10.) . 

Finally, the reasons households bought 


less in the current year than in the 


previous year were, in 33.7 percent of 
reports, that their needs for goods and 
services had decreased and; in 20.4 per- 


cent, that a decline in their personal 


economic condition forced them to buy 
less. (See Table 11.) 
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TABLE 6 
INTENTIONS TO BUY INFORMAL GOODS AND SERVICES 
BY PURCHASING AND NONPURCHASING HOUSEHOLDS, 1981 


intend to Buy 





Next Year Purchaser Nonpurchaser 
More 19.6% 11.3% 
Lass 16.8% 8.6% 
Same 63.5% 80.1% 
Total 100.0% 400.0% 
Number of households. 

(in millions) 66.8 12.9 


SOURCE: Smith, Moyer, and Trzcinski, “Measurement of Selected Income Flows.” 


TABLE 7 
CURRENT PURCHASES OF INFORMAL GOODS AND SERVICES 
RELATIVE TO IMMEDIATELY PRECEDING YEAR BY PURCHASING 
AND NONPURCHASING HOUSEHOLDS, 1991 


Current Purchases Were 


More 
Lass 

Sarne 
Total 


Number of households 
(in millions} 


Purchaser Nonpurchaser 
11.6% 5 
23.3% 11.8% 
65.2% 86.3% 

100.9% 100.0% 
68.3 13.1 


SOURCE: Smith, Moyer, and Trzcinski, “Measurement of Selected Income Flows.” 


*Fewer than 400 000 households reporting. 


THE SIGNIFICANCE OF 
THE STUDY 


The most significant aspect of the 
study is that it provides a systematic 
estimate of the size of the informal 
economy. That underground and infor- 
mal economic activities exist in this 
society has long been acknowledged. 
The problem has been one of estimating 
the magnitude of such activities. A 
number of attempts have been made to 
estimate the size of the underground 
economy using macro indicators. Such 
approaches rely on plausible but docu- 
mented relationships between informal 
economic activity and such things as 


N 


currency in circulation, large bills in 
circulation, and unemployment rates. 
They also often include informed guesses 
by law enforcement officials about the 
level of undetected criminal activities 
such as arson, drug trafficking, and 
prostitution. 

In this study we have singled out that 
portion of the underground economy 
that involves inherently legal economic 
transactions, and we have measured it 
directly by asking a national probability 
sample of families the amounts spent for 
the acquisition of goods and services 
from vendors who are dealing on the 
side. Clearly, there are limitations to our 
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TABLE 8 | 
REASONS HOUSEHOLDS INTEND TO BUY MORE FROM 
ON-THE-SIDE VENDORS IN THE YEAR AHEAD, 1981 








Percentage of 
Reason = Reports 


Improvement in personal economic condition: earning or working 


mora, more people in family working, got married 25 
Desire to sava money; decline in personal economic conditions: 

unemployed, lower income, divorced or widowed 11.6 
Economy in general poor or static; Inflation or unemployment 4.4 
Prices of on-the-side goods or services tower 30.1 
Need for more goods or services: home addition, special purchase, 

unexpected or emergency situation ` 12.8 
Change in avallability of informal sources: more access to on-the-side 

operators j 15.3 
Prior good experience with Informal economy sources -15.1 
Other or no particular reason given 8.2 





SOURCE: Smith, Moyer, and Trzcinski, ‘Measurement of Selected Income Flows.” 
NOTE: 17 percent of households reporting. 


TABLE 9 
REASONS HOUSEHOLDS INTEND TO BUY LESS FROM 
ON-THE-SIDE VENDORS IN THE YEAR AHEAD, 1881 





Percentage of 
Reason Reports 


Improvement in personal economic condition: earning or working 
more, more people in family working, got married 


Decline in personal economic conditions: unemployed, lower 
Income, less work, divorced or widowed 18.0 


Economy in general poor or static; Inflation or unemployment is 


Prices of on-the-side goods or services too high g 


Fewer goods or services needed 34.3 
Change in avallability of informal sources: less access to on-the-side 

operators 15.2 
Prior poor experience with informal sources; poor quality; 

no guarantees 14.5 
Other or no particular reason given 13.1 


SOURCE: Smith, Moyer, and Trzcinski, "Measurement of Selected Income Flows.” 
NOTE: 14 percent of households reporting. 
*Fawer than 400 000 households reporting. 
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| TABLE 10 
REASONS HOUSEHOLDS BOUGHT MORE FROM ON-THE-SIDE 
VENDORS THAN IN THE PREVIOUS YEAR, 1961 


. Percentage of 
Reason Reports 
Improvement in personal economic conditions: earning or working , 
more, more people In family working, got married : . 
Desire to save money; decline In personal aconomic conditions: 
unemployed, lower income, divorced or widowed 11.6 
Economy in general poor or static; inflation or unemployment = 
Prices of on-+the-side goods or servizes lower 25.1 
Need for more goods or services: home addition, special purchase, 
unexpected or emergency situation 12.3 
Change in availability of informal sources: more access to on-the-side 
operators 145 
Prior good experience with informal economy sources . 18.7 
Other or no particular reason given 12.8 





SOURCE: Smith, Moyer, and Trzcinsk!, “Measurement of Selected Income Flows.” 
NOTE: 9 percent of households reporting. 
*Fewer than 400 000 households reporting. 


TABLE 11 
REASONS HOUSEHOLDS BOUGHT LESS FROM ON-THE-SIDE 
VENDORS THAN IN THE PREVIOUS YEARS, 1981 





Percentage of 
Reason Reports 
improvement in personal economic condition: earning or working 
more, more psople In family working, got married n 
‘Decline In persona! economic conditions: unemployed, lower 
income, less work, divorced or widowed 20.4 
Economy in general poor or static; inflation or unemployment ? 
Prices of on-the-side goods or services too high 7 
Fewer goods or services needed 33.7 
Change in availability of Informa! sources: less access to on-the-side 
operators 19.4 
Prior poor experlence with Informal sources; poor quality; 
no guarantee 8.8 
Other or no particular reason given 12.0 


SOURCE: Smith, Moyer, and Tracinsk!, “Measurement of Selected Income Flaws.” 
NOTE: 20 percent of househoids reporting. 
*Fewer than 400,000 households reporting. 
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approach. We rely upon buyers to pro- 
vide us- sufficient information about 


vendors for us to classify the latter as- 


informal suppliers. We also face all of 
the problems of survey research, such as 
memory bias and voluntary participa- 
tion. By no means proof of the quality of 
our estimates, but certainly corrobora- 
tive, is the fact that each respondent was 
asked about purchases in both the for- 
mal and the informal economies for 
each of the goods and services that was 
measured in the study. When the reports 
of formal economy purchases were com- 
pared to national income and product 
accounts, they compared very favorably. 

Although the magnitude of the infor- 
mal economy as we have measured it 
accounts for less than 3 percent of the 
gross national product, the findings have 
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significance for the way we think about 
employment status for certain parts of 
the labor force. It suggests, for instance, 
that craftsmen and tradespeople move 
easily between states of being employees 
and being self-employed. The findings 
suggest that the perceived swings in 
economic status of such workers as 
measured by traditional employment 
statistics may be overstated. It also 
suggests that if such workers exercise 
claims to unemployment insurance while 
in fact they are self-employed in the 
informal economy, tighter administra- 
tion of the unemployment system could 
result in lower unemployment insurance 
premiums or greater benefits to other 
workers who are unemployed and do 
not so easily shift to self-employment 
status. 
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Developing Economies and the 
Informal Sector in 
Historical Perspective 


By CHRIS GERRY 


ABSTRACT: In the 1970s, social scientists used the term “informal 
economy” to describe the economic survival strategies of many of the 
working poor in Third World cities. Now, both terminology and analysis 
are applied in the advanced, industrialized countries to the often prolifer- 
ating variations in nonwage employment that have emerged during the 
world recession of the late 1970s and 1980s. In this article, social science’s 
understanding of the relationship between the informal economy and 
socioeconomic development is traced back to the early nineteenth century. 
It is argued that this interest has tended to wax and wane according to the 
cycle of boom and slump in national and international economy alike. It is 
in this broader historical context that the policies and reality of small-scale 
informal economic activity in the Third World can best be elucidated. 


Chris Gerry holds a bachelor’s cnd a doctoral degree in economics from Leeds University, 
England. He has been a staff member of the Centre for Development Studies at the 
University College of Swansea for ten years and has worked in Senegal, Colombia, 
Mozambique, Tanzania, Ghana, and Portugal. The author of several essays and articles on 
small-scale producers in the Third World, he coedited with Ray Bromley Casual Work and 
Poverty in Third World Cities. 
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HISTORICAL PERSPECTIVE 


VER since feudalism began to be 

overthrown in Europe, scholars 
have been concerned with the contribu- 
tion that could be made to economic 
growth and equity by the smaller-scale 
manufacturing and service activities that 
were organized along noncapitalist, pre- 
capitalist, protocapitalist, or even osten- 
sibly anticapitalist lines. In classical polit- 
ical economy the nature and role of 
what is now referred to as the informal 
economy or informal sector was closely 
connected to both the theory and the 
practice of economic development. Such 
studies have as long a historical pedigree 
and as wide a geographical coverage as 
the more general theoretical analysis of 
the rise of capitalism. They certainly 
have a deeper heritage than the 1970s’ 
literature on urban poverty and employ- 
ment problems in the Third World would 
imply. However, in the last hundred 
years, the force with which these specific 
ideas have shaped development theory 
and policymaking has tended to vary 
according to the relative success of large- 
scale, increasingly transnational capital- 
ist enterprises. Put simply, interest in the 
informal economy varies according to 
whether the international economy has 
been experiencing conditions of boom 
or slump. 

Thus any discussion of the informal 
economy will benefit from examining 
this relationship. An appropriate starting 
point is the debate over the small pro- 
ducer in the emerging industrial capital- 
ist societies of Europe. Before this is 
undertaken, some introductory clarifica- 
tion must be made with regard to the 
theories that have underpinned the analy- 
sis of growth and development in general 
and, in particular, the place of the small 
producer in this process. 
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GROWTH, DEVELOPMENT, AND 
SMALL ENTERPRISES: 
- HOW MANY PARADIGMS? 


Four theories of how prices are deter- 
mined, markets work, and incomes are 
generated and distributed have competed 
over the last 150 years to influence 
political decision making in general and, 
in particular, that relating to economic 
growth and social development. Though 
the four theories have coexisted over 
that period, each has exerted different 
degrees of influence at different times. 


Free marketeers 


Free market, liberal, or laissez-faire 
theorists hold that markets, if left to 
operate without interference from the 
government or artificial monopolies, 
will automatically satisfy both indi- 
viduals’ and society’s preferences. The 
roots of this assertion lie in Adam 
Smith’s late-cighteenth-century philo- 
sophical conclusion that “publik and 
national, as well as private opulence” is 
based upon “the uniform, constant and 
uninterrupted effort of every-man to 
better his condition.”! The small inde- 
pendent producer, pursuing his or her 
own self-interest, continued to be ideal- 
ized by the proponents of laissez-faire 
long after the power of master craftsman 
and workshop had been superseded by 
the capitalist employer and the factory. 
In the interwar years of the twentieth 
century, free marketeers argued that the © 
liberation of home and international 
markets from government interference _ 
was the only defense against national, 
stagnation and global recession. Today, 
such views are often referred to as 
neoliberal and have been most closely 


1, Adam Smith, quoted in I. I. Rubin, A, 
History of Economic Thought (London: Ink 
Links, 1979), p. 169. 
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associated with the monetarism of Milton 
Friedman and the current privatization 
and deregulation policies of many govern- 
ments throughout the world. 

In the long run, it was argued, market 
forces would also permit the gradual 
modernization of all less developed coun- 
tries in the image of the capitalist econo- 
mies that had often been their colonial 
masters. In the meantime, small enter- 
prises and what is described today as the 
informal economy would provide the 
indigenous entrepreneurs such countries 
lacked. Foreign capital and entrepre- 
neurs would withdraw as and when their 
local counterparts were able to compete 
successfully with respect to prices and 
quality in home and overseas markets. 


Reformists 


Second, there is the structuralist 
theory found in the work of the early- 
nineteenth-century English economist 
David Ricardo. He favored free markets 
and is perhaps best known for his theory 
of comparative advantage whereby coun- 
tries specializing and trading in what 
they can most efficiently produce gain 
mutual benefit. However, he was skepti- 
cal that markets would automatically 
reflect everyone’s preferences. His analy- 
sis of the English economy and society 
of his day convinced him of the inevitabil- 
ity of conflicts between classes over the 
distribution of the growth that took 
place. Rather than accepting the laissez- 
faire proposition of a minimal state, 
Ricardians proposed a more active role 
for government. Government institu- 
tions would become professional and 
impartial arbiters of antagonistic class 
interests, and, through institutional re- 
forms to promote greater equality of 
incomes and opportunities, social con- 
flict would be minimized and the capital- 


ist system preserved. 

Late in the last century, such ideas 
manifested themselves in trade protection- 
ism. In this century, their influence has 
been most notable in post-World War I 
Keynesian economic theory and policy, 
itself a product of the Great Depression. 
At that time, it was argued, the market 
had shown itself incapable of ensuring 
full employment. Keynesianism advo- 
cated a greater degree of government 
regulation of the economy, often cul- 
minating in substantial direct interven- 
tion in production and the market. In 
the 1970s, however, influenced by more 
radical interpretations of Keynes, by 
interwar South American protectionist 
industrialization policies, and by the 
growing Non-Aligned Movement of 
poor and middle-income countries in 
the 1960s, the so-called dependency 
school of developmental theory emerged. 
In most respects this was a pro-planning, 
anti-laissez-faire perspective that ex- 
plained underdevelopment predomi- 
nantly in terms of the chronic inequality 
in trade between rich and poor countries. 

Dependency theory viewed the prob- 


. lems of small enterprises in the informal 


sector as being those of the Third World 
economy in microcosm. Just as the poor 
country’s underdevelopment was perpetu- 
ated by its subordinate exchange rela- 
tions with the industrialized economies, 
so the informal sector could never de- 
velop its own dynamic of capital accumu- 
lation and growth so long as it coexisted 
unequally with mainly foreign-owned 
large-scale capitalist enterprises.2 The 
suggested answer was to create a more 
radical state to support small indigenous 
entrepreneurs against large foreign capi- 


2. Chris Gerry, Petty Production and the 
Urban Economy: A Case Study of Dakar, Working 
Paper no. 8 (Geneva: International Labor Office, 
World Employment Program, 1974). 
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talists, as part of a relatively autarkic 
development strategy. Despite its often 
Marxist terminology, and the fact that it 
was often referred to as neo-Marxist 
development theory, dependency theory’s 
preoccupations were demonstrably na- 
tion-to-nation rather than interclass, and 
its proposals reformist rather than 
revolutionary. 


Marxists 


Third, there is the Marxist school. It 
maintains that the capitalist market sys- 
tem, which the free marketeers seek to 
conserve and Ricardian reformists would 
wish to modify, has a built-in tendency 
to generate periodic slumps. Govern- 
ment policy is used to force the major 
social and financial burden of these 


crises onto the working class. Neverthe- 


less, the development of capitalism gives 
rise to its own grave digger in the form of 
a large wage-earning class that, once 
fully conscious of its own independent 
power, can organize to overthrow the 
system. The type of state ownership of 
productive assets found in the centrally 
planned economies of the USSR, Eastern 
Europe, China, and other countries is 
conventionally but inaccurately believed 
to reflect Marx’s ideas. Those styling 
themselves as Marxists often disagree 
over (1) how directly workers’ power 
should be exercised after capitalism has 
been overthrown; (2) the political form 
that workers’ control should take under 
socialism; and (3) how sustainable social- 
ist revolution is if limited to one country. 

The authentic Marxist development 
theory would, I feel, argue that the 
isolated attempt by a backward, em- 
battled, and boycotted Russia to con- 
struct socialism after 1917 produced 
bureaucratic deformities, structural trans- 
formation from above, and an eventual 
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negation of much that was humane and 
progressive in Marx’s thinking. Little 
that has happenèd in China, Cuba, or 
elsewhere would modify that conclusion. 

Trotsky argued that the existence of a 
weak capitalist class in a backward 
country with a massive peasantry did 
not necessarily exclude the possibility of 
socialist revolution. Indeed, an accelera- 
ted transition from near-feudal autocracy 
to socialism could be effected by a small 
working class, if it were able to convince 
the peasantry to accept its revolutionary 
leadership. But national economic back- 
wardness would prevent the most basic 
problems of socialism from being solved, 
unless unity could be forged with similar 
movements in more advanced countries 
and the revolution could be interna- 
tionalized.? 

Consequently, a eroui Marx- 
ist solution to Third World poverty 
would require that both the USSR and - 
China desist from extending their sup- 
port to or withdrawing it from dissident ` 
movements in developing countries 
merely as a function of their own na- — 
tional economic and foreign policy-inter-_ - 
ests. Additionally, mature, well-sup- 
ported, and independent revolutionary 
movements would have to exist or, 
indeed, have taken power in a number of 
today’s key capitalist states. This conclu- 
sion seems to imply that Marxists and 
free marketeers alike consider the Third 
World to be rather marginal to world 
events. Does the Third World appear to. 
be as much of a sack of potatoes to 
contemporary Marxists as the French 
peasantry did.to Marx? Not really. 
Third World countries will continue to 
figure prominently as weak links in 
capitalism’s international system. As new 

3. Leon Trotsky, Permanent Revolution, Re- 


sults and Prospects (New York: Pathfinder Press, 
1969), pp. 276-79. 
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areas unevenly develop greater industrial 
and market potential, new zenerations 
of grave diggers are born, whose strug- 
gles act as an example and a stimulus to 
workers in the more advanced countries, 
Thus there is a tendency of capitalism to 
reproduce periodic crises that give rise 
to the potential for challenging and 
overthrowing the system both nationally 
and internationally. 
_ With this perspective in mind, Marx- 
ists could be expected to see small 
entrepreneurs and those active in the 
informal sector in very much the same 
light as Trotsky viewed the peasantry. 
Despite the value they attach to private 
property and their susceptibility to the 
ideology and values of capitalism, most 
small producers fare badly in both boom 
and slump, since it is large capital that 
profits in prosperity and transfers the 
cost burden in times of recession. In this 
respect, and to the extent that the infor- 
mal sector is brought into close contact 
with large capitalist and state enter- 
prises—for example, in its search for 
both inputs and markets for its output— 
small entrepreneurs and particularly 
their employees should not be ignored 
by those seeking to develop a revolution- 
ary consciousness among the poor, ex- 
ploited, and oppressed in the Third 
World. Rather than commenting on 
what the state or large corporations 
should do to help the informal sector, 
Marxists would struggle to establish 
greater and closer contact between work- 
ers in both formal and informal sectors 
as a means of achieving a revolutionary 
transformation of society. 


Populists 


There has long existed a school of 
social, political, and economic thought 
that, to a greater or lesser extent, denied 
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the uniqueness, desirability, or practic- 
ability of progress based on large-scale 
industrialization. This factor distin- 
guishes populism from the laissez-faire, 
reformist, and Marxist models so far 
discussed. Its roots are quite varied: the 
nostalgic agrarian romanticism of Sis- 
mondi (1773-1842) and the late-nine- 
teenth-century Russian narodniks, which 
reflected the views of an increasingly 
ruined agrarian petite bourgeoisie; the 
anarchist writers Godwin (1756-1836), 
Proudhon (1809-65), and Kropotkin 
(1842-1921), who hoped to replace the 
capitalist system with a commonwealth 
of artisans and smal! cultivators; the 
early-nineteenth-century utopian follow- 
ers of Ricardo, who articulated the fears 
and aspirations of a fledgling working 
class. 

Populists tended to juxtapose an ideal- 
ized natural justice or natural liberty 
with the injustice and wage slavery they 
identified with capitalism. Like Sis- 
mondi and Proudhon, utopian socialists 
saw capitalist categories such as profit 
and wages as being unnatural. Populist 


_writers and activists were more than 
skeptical with regard to the ability of a 


market economy, dominated by an indus- 
trial ethic, to provide adequately and 
distribute equitably the benefits of 
growth to the majority of citizens. Most 
populists regarded the capitalist market 
with a suspicion bordering on hostility, 
because there appeared to be no guaran- 
tee that products would exchange at 
prices reflecting their labor content. 
Their solutions to the ills of capitalism 
ranged from the abolition of false money 


and its replacement by a more just 


measure of value, such as the labor 
certificate, to the establishment of inter- 
est-free cooperative banks. Lenin sum- 
marized Marx’s criticisms of early agrar- 
ian populism as follows: 
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Sismondi regarded small-scale production 
as a natural system and was up in arms 
against big capital, which he regarded as an 
extraneous element . . . [he] failed to under- 
stand the inseparable and natural connection 
between big capital and small independent 
production, [and]. . . that these are two 
forms of commodity economy . . . [he] is up 
in arms against ... commodity economy in 
one form while, utopianlike, he praises the 
small peice . 1.e. commodity economy 
in... its rudimentary form.‘ 


Marx’s assessment of Proudhon’s argu- 
ments was much the same.° Rubin criti- 
cizes the utopian socialists, saying, 
“Their ethical rejection of capitalism 
was too readily transformed into a theo- 
retical disregard for its inherent laws. 
Being overly preoccupied with construct- 
ing plans for what ought to be, the 
utopian socialists gave insufficient study 
to what is.” 

Seen in the more recent context of the 
Third World, populism has tended to 
espouse development strategies that are 
institutionally based, for example, upon 
the ostensive equality and collectivism 
of the precolonial era, such as the various 
African socialisms of East and central 
Africa. It has also preached much greater 
autonomy, as in Tanzania’s strategy of 
ujamaa, or self-reliance, or in the advo- 
cating of appropriate technology. In this 
respect, its own nationalism has some- 
times become indistinguishable from 
that of the reformists. Clearly, small 
enterprises and the informal sector would 
play almost as central a role in the 
development rhetoric as would the pea- 


4. Vladimir L Lenin, A Characterization of 
Economic Romanticism: Sismondi & Our Native 
Sismondists (Moscow: Progress, 1967), pp. 71-72. 

5. Karl Marx to P. V. Annenkov and to J, B. 
Schweizer, in The Poverty of Philosophy (Mos- 
cow: Progress, 1975), pp. 165-87. 

6. Rubin, History of Economic Thought, p. 
349. 
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santry. Whether that rhetoric would be 
matched by concrete attempts to base 
economic development predominantly 
on small-scale cooperative ae 
is more doubtful. 


DEVELOPMENT AND EARLY 
POPULIST ANTI-INDUSTRIALISM 


Early reflections on the small urban 
and peasant enterprise sector were rooted 
in either moral or pragmatic opposition 
to the impact of rapid industrialization. 
First among such critiques of industrial- 
ism was the work of Simonde de Sis- 
mondi.” On reading of the social impact 
of the English crises of 1815 and 1818, 
Sismondi pointed to the contradiction 
between the growing productive capaci- 
ties of agriculture and industry and the 
stagnating purchasing power of the popu- 
lation. The former was the result of 
mechanization while the latter was 
caused by rural-urban migration and 
the growing urban poverty engendered: 
by the spread of wage-labor unemploy- 
ment and by the international capitalist 
competition for markets. 

Sismondi’s solution was for less de- 
veloped European countries to reject 
what he felt was the “erroneous path” of 
industrialization and rely instead on 
what was seen as the preexisting balanced 
and harmonious institutions of small 
property owners. The idea was that the 
benefits would be shared more equitably 
between property owners and laborers. 
Later, the anarchist Pierre-Joseph Prou- 
dhon drew similar conclusions while 
speculating on how new forms of pro- 
ductive, distributive, and credit ar- 
rangements, might be adopted.’ Marx, 


7. Simonde de Sismondi, Nouveaux prin- 
cipes d'économie politique ou de la richesse dans 
ses rapports avec la population (Paris, 1819). 

8. Pierre-Joseph Proudhon, Le système des 
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who réferred to the sphere of the small 
producer as “the pygmy property of the 
many,”? also contributed to the early 
debates, denouncing both Sismondi and 
Proudhon as ideologues of the petite 
bourgeoisie, because of their idealist 
philosophical notions and their atavistic 
anti-industrialism. 

It is easy to forget the conditions 
prevailing in the second half of the 
nineteenth century. Much labor in the 
advanced industrial economies had still 
to be organized under the factory system. 
The self-employed small master typified 
the enterprise of the day much more 
than the captain of industry and his 
giant textile mill or ironworks and was 
characterized by very cramped and 
crowded workshops. Though each was 
unique, these workshops were similarly 
unmechanized and had a rudimentary 
division of labor compared tc the factor- 
ies they supplied or with which they 
‘competed. Their internal hierarchy was 
based not only on property—such as 
who owned the building, whether crafts- 
men owned their own tools, and who 
provided the raw materials—but also on 
differences in skill, age, and time served. 
Relations between the different grades 
of workers and their masters were charac- 
terized by a seemingly feudal set of 
relations of personal dependence and 
paternalism. 

However, the apparent independence 
of such petty producers belied the fact 


_ contradictions économiques, ou philosophie de la 
misere (Paris, 1845). 

9. Karl Marx, Capital(Harmondsworth: Pen- 
guin, New Left Books, 1976), 1:762. For his major 
works dealing with small property and his critique 
of Proudhon’s views, see idem, The Poverty of 
Philosophy: Answer to the ‘Philosophy of Poverty’ 
by M. Proudhon, rev. ed. (Moscow: Progress, 

_ 1975); idem, Grundrisse (Harmondsworth: Pen- 
guin, New Left Books, 1972), pp. 471-514; idem, 
Capital, vol. 1, app., pp. 1014-38. 
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that most were squeezed by cutthroat 
competition and subordinated to much 
larger enterprises through the market: 
Viewed from the outside, these small 
enterprises often appeared to be little 
more than satellites of the factory system 
and, along with their workers, mere 
adjuncts to the industrial wage-labor 
force. !° 

The logic of capitalist industrialization 
was to substitute exploitation of wage 
labor for old-style paternalism. This 
compelled small masters either to develop 
along increasingly capitalist lines in 
order to compete and survive or to be 
condemned, along with their journeymen 
and apprentices, to become a part of the 
growing factory proletariat or the indus- 
trial reserve army of labor. Under boom 
conditions, some of this reservoir of 
labor would cease its economic survival 
activities. In place of casual labor, infor- 
mal employment, domestic service, crime, 
or the workhouse, workers would be 
drawn back into full-time wage employ- 
ment. In the downswing of the business 
cycle, wage labor- would be. expelled 
from the factory system and returned to 
the pool. The more fortunate might find 
themselves laboring as asmall proprietor 
or working for one, perhaps in some 
dingy backstreet satellite of the very 
factory in which they had Ouray been 
employed. 

Evidently, those owning and/or wore 
ingin small enterprises at the turn of the 
century were no less subject to social 
differentiation than any other class or 
stratum. Lenin, for example, argued 
that, though a minority of small pro- 
prietors might become successful capital- 
ists, and some of their laborers might 


10. Frederick Engels, The Condition of the 
Working Class in England: From Personal and 
Authentic Sources (London: Panther Books, 
1969), pp. 225-26. 


SA 


‘4 


w 


HISTORICAL PERSPECTIVE 


themselves become small proprietors, it 
was in the nature of capitalist develop- 
ment that the majority would be ab- 
sorbed into the factory labor force.!! 
Small-scale activities and refuge occupa- 
tions would not disappear, but neither 
would they remain the same, as capitalism 
developed. 

By the late nineteenth century, indus- 
trial capitalists had to confront the 
growing militancy of labor unions, as 
well as what Engels termed the “puny, 
dwarfish and circumscribed” capital of 
small self-employed producers. !2 Never- 
theless, the political views and values of 
these petty producers remained more 
bourgeois and conservative than prole- 
tarian and revolutionary, so long as they 
were able to retain some of the formal 
trappings of business independence. 

As industrialization spread across 
Europe, competition for markets and 
colonies caused greater booms and 
deeper slumps. A new wave of populist 
anti-industrialism was engendered, again 
condemning the exploitation, misery, 
and poverty that had accompanied eco- 
nomic growth. 

The Russian anarchist Prince Peter 
Kropotkin believed global industrializa- 
tion to be inevitable. All populists agreed 
that the most desirable form it could 
take would be a combination of small 
agricultural and manufacturing units, 
organizationally decentralized, spatially 
dispersed, and oriented toward local 
consumption needs.!3 While anarchists 
wanted to see society based upon liber- 


11. Vladimir I. Lenin, Collected Works, vol. 
3, The Development of Capitalism in Russia 
(London: Lawrence & Wishart, 1972), p. 536. 

12. Engels, Condition of ne Working Class, 
pp. 216-38. 

13. Peter Kropotkin, Fields, Factories & Work- 
shops Tomorrow, ed. C. Ward (London: George 
Allen & Unwin, 1974). 
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tarian principles, other populists—such 
as the Russian narodniks—saw a modifi- 
cation of the existing village institutions 
as the appropriate means of its organiza- 
tion.!4 Lenin argued that capitalism had 
developed too farin Russia for its critics 
usefully to propose tactics to avoid its 
detrimental social side effects; the system 
had to be overthrown.5 ~ 


EMPLOYMENT, POVERTY, AND 
DEVELOPMENT IN THE 
POSTWAR BOOM 


In the Great Depression and the war 
that followed it, academic interest in the 
less developed territories of the world 
was at a low ebb. It was the wave of 


post-World War II decolonizations that 


brought development issues to the notice 
of a wider audience. In the more ad- 
vanced South American economies that 
had achieved independence much earlier, 
the interwar period’ had been one of 


relative economic growth, often achieved ~ 


by nationalist governments with some- 
what protectionist policies of industry 
and trade. The 1930s’ depression in 
Western economies had supported the 
contention that the persistence of a 
small, apparently independent sphere of 
the economy provided two essential 
components for future growth. First, it 
provided an immediate refuge for the 
structurally and/or technologically unem- 
ployed. Second, in the boom that fol- 
lowed, it provided a launchpad for would- 
be entrepreneurs, whose enterprise would 
help to absorb the remaining unem- 


‘14, Lenin, A Characterization of Economic 
Romanticism; idem, Development of Capitalism 
in Russia. 

15. Lenin, Characterization, pp. 81-92 (sen- 
timentality), pp. 92-97 (petit bourgeois nature of 
Sismondism and Narodism), pp. 111-24 (its ulti- 
mately reactionary character). 
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ployed. How true this was tc be for the 
developing countries in the postwar boom 
remained to be seen. 

Political independence and a degree 
of postwar economic growth for most 
developing countries stimulated a wave 
of rural-urban migration that the pro- 
ponents of laissez-faire welcomed. Once 
labor had been transferred from its low- 
productivity or zero-productivity agri- 
cultural activities in the countryside to 
the high-productivity opportunities of 
- the city, the same industrialization that 
had been experienced by the Western 
capitalist economies could proceed. Mi- 
grants constituted the surplus labor that, 
according to the dualist growth model 
of W. Arthur Lewis, would constitute 
the raw material for this process of 
industrializing emulation. !6 


The reformist position 


In Latin America and the ex-colonies 
of Africa and Asia, falling dult and 
infant mortality meant an increased 
population growth rate and a massive 
expansion of the working-age popula- 
tion. The pace of rural-urban migration 
and the general failure of comprehensive 
industrialization spelled more unemploy- 
ment. Many politicians feared that politi- 
cal instability could be provoked by 
disenchanted, unemployed urban so- 
called marginals. There was also a wider 
acceptance that emulative industrializa- 
tion guaranteed neither economic growth 
nor broader social development, even in 
a postwar boom. Without better prices 
for agricultural, mineral, and industrial 
exports, growth would be further inhibi- 
ted in the Third World, it was argued; 


16. W. Arthur Lewis, “Economic Develop- 
ment with Unlimited Supplies of Labour,” The 
Manchester School (University of Manchester) 
(1954). 


the state should adopt policies to stimu- 
late income and employment growth in 
both rural and urban areas. 

There were two major policy develop- 
ments in both the urban and rural areas 
that gave greater priority to job creation. 
First were government policies emphasiz- 
ing rural income and employment initia- 
tives, which were aimed at raising labor 
productivity in cash cropping, stemming 
out-migration, and increasing food pro- 
duction. Second, to complement these 
policies, there was to be a stimulation of 
urban small-scale production and ser- 
vices. This latter sector was thought to 
be cheaper in terms of start-up capital; 
more labor intensive and therefore cap- 
able of absorbing more of the urban 
unemployed and underemployed; and 
subject to fewer leakages via profit re- 
patriation abroad than large, Western- 
style industry.!’? Particular stress was 
laid on the latent income and employ- 
ment-generating potential of the urban 
informal sector. 

If this reformist policy worked, the 
sector composed of the ubiquitous Third 
World handicrafts workers, petty trad- 
ers, and peasants would act as a buffer 
to the worst traumas of underdevelop- 
ment. This would be the case at least 
until takeoff was achieved. While sup- 
port for cottage industries and small 
businesses might add marginally to a 
poor country’s gross national product, it 
by no means guaranteed that the re- 
sultant benefits would be directly enjoyed 
by those active in the sector. 

This reformist approach, as exempli- 
fied by the policy guidelines of Redistribu- 
tion with Growth and the policies enacted 


17. Ray Bromley, ed., Planning for Small 
Enterprises in Third World Cities (Oxford: Per- 
gamon Press, 1985), pp. 3-35; Meier Malcolm 
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he 


~ hy 


z 


Gidh S 


HISTORICAL PERSPECTIVE 


in many. countries by the World Employ- 
ment Programme of the International 
Labor Office (ILO),!8.was aimed at 
achieving income transfers to benefit the 
poor, without prejudicing too much the 
preexisting capitalist basis for economic 
growth. Government deregulation—where 
price policies, credit criteria, licensing 
norms, and so forth had discriminated 
against small enterprises-—-was to be 
combined with government intervention 
in the fields of training, subcontracting, 
and marketing. But an essential ingre- 
dient of the approach was to invest in 
the poor by putting productive assets 
into their hands, after which they would 
presumably be able to compete more 
effectively for upward economic and 
social mobility. l 

The conclusion drawn by many of the 
studies and policy experiments was that 


with certain reforms and innovations ` 


the small-enterprise sector could be trans- 
formed from a stagnating and inward- 
looking complex of coping mechanisms 
of the urban poor into an authentic 
engine of economic growth. Thus there 
was some degree of optimism that the 
informal economy could fuel, if not 
instigate, economic development in these 
countries. 


Reformists and the informal 
economy: last hope for the 
least developed? 


The reformists involved in policy 
formulation and research in government 


18. Hollis Chenery et al., Redistribution with 
Growth (New York: Oxford University Press, 
1974); International Labor Office, Towards Full 
Employment: A Programme for Colombia 
(Geneva: International Labor Office, 1970); idem, 
Employment, Incomes and Inequality: A Strategy 
for Increasing Productive Employment in Kenya 
(Geneva: International Labor Office, 1972). 
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departments, aid agencies, and academic 
institutions in the 1970s quickly adopted 
the term “informal sector.” This was 
used to describe economic activities that 
were characterized by low levels of labor 
and/or capital; simple or primitive tech- 
nology; limited conformity to state regula- 
tion; and/or the provision of goods and 
services for a predominantly poor clien- 
tele. - 

The concept of informality has its 
origin in American sociology. It referred 
to the parallel system of labor organiza- 
tion and wage bargaining that had grown 
up alongside the formal labor-employer 
structures in industrialized economies. 
The concept of informality, as applied 
to developing countries, implied a par- 
allel system that tried to mimic or emu- 
late, while simultaneously flouting, the 
dominant economic and organizational 
norms that the developed, industrialized 
countries were now encouraging in the 
developing economies. Perhaps the best 
résumé of the characteristics that ana- 
lysts have attributed to this sector is to be 
found in the work of the Brazilian | 
geographer Milton Santos, who uses the 
notion of upper and lower circuits’ for- 
mal and informal sectors, as shown in 
Table 1. 

The ILO attempted to develop further 
the concept of informality that Keith 
Hart had originally applied to urban, 
small-scale, and often illegitimate self- 
employment in the shantytowns of Accra, 
Ghana.!9 The term “informality” was 
first operationalized in its 1972 employ- ` 
ment report on Kenya. S. V. Sethura- 
man, who did more than anyone within 
the ILO to popularize the term, felt it 
was appropriate to widen the term’s - 
currency beyond Hart’s anthropological 

19, Keith Hart, “Informal Income Opportuni- 


ties and Urban Employment in Ghana,” Journal 
of Modern African Studies, vol. 11 (1973). 
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TABLE 1 
CHARACTERISTICS OF THE TWO SECTOR ECONOMY 


Characteristic 


Technology mapital intensive 

Organization Bureaucratic 

Capital Abundant 

Work hours Regular 

Wages Normal; regular 

Inventorles Large; quality 

Prices Often fixed 

Credit From banks and similar 
Institutions 

Profits Large on high turnover 

Cliant relations bn persona! 

Fixed costs Large 

Publicity hecessary 

Re-use of goods None; wasteful 

Overhead capital Indispensible 

State aid Large 


Foreign dependence 
oriented 


Formal Sector 


Great; often export- 


Informal Sector 


Labor Intensive 
Family besed 
Scarce 

[rregular 

Rare; Irreqular 
Small; lovs-grade 
Often negotiable 
Personal; non-bank 


Low on small turnover 
Personal 

Negligible 

Little or rone 
Frequent ‘ecyciling 
Dispensibks 

Almost nene 

Small or none 





SOURCE: Milton Santos, The Shared Space: The Two Circuits of the Urban Economy in 
Underdevelopsd Countries (London: Methuen, 1979), p. 38. 


concern with the underworld of illegal 
brewers, unlicensed traders, prostitutes, 
and others to embrace the entire urban 
working poor. The grounds for expan- 
sion were that 


it takes a very long time for the benefits of 
general development policies to trickle down 
to the poorest sections of the population. 
Effective development needs to be focused 
directly on a specific “target” population, 
and the [Kenyan] employment mission con- 
sidered that perhaps the most important 
such target group in urban areas was what it 
described as the informal sector.™ 


Colin Leys repeated the conclusion 
that the conventional industrialization 
strategy could not solve the growing 
problems of rural-urban migration, un- 
deremployment, and inequality. He char- 


20, S. V. Sethuraman, “The Urban Informal 
Sector: Concept, Measurement and Policy,” Inter- 
national Labour Review, 114:69 (1975). 


acterized the income~-generating activi- 
ties of the urban poor in Kenya as 
follows: 


The informal sector meams economic activi- 
ties which largely escape recognition, enumer- 
ation, regulation and prote-tion by the govern- 
ment. . . . Labour-intemsive, competitive, 
using locally produced inputs, developing its 
own skills and technolagy, locally owned 
and controlled, the informal sector is, in the 
ILO Kenya Report mssion’s view, the 
model of the kind of ecoromy Kenya needs; 
but instead of being encouraged to the 
maximum, it is restrictec and harrassed so 
that it, too, fails to furnist adequate incomes 
to those who are engaged in it.?! 


With the benefit of hindsight, it can 
now be seen that there could be two 


21. Colin Leys, “Interpreting African Develop- 
ment: Reflections on the ILC Report on Employ- 
ment, Incomes & Inequality in Kenya,” African 
Affairs, 72:420 (1973). 
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principal strategic responses to this famil- 
iar contradiction between growth and 
development. First is a policy of reform- 
ist economic nationalism—based explic- 
itly or implicitly on dependency 
theory—by which an enlightened and 
more independent state would liberate, 
protect, and nurture these indigenous 
entrepreneurs, who previously had been 


_ restricted to the poorest end of a limited 


market by a history of state and foreign 
capital collusion and monopoly. The 
second major response could be a policy 
of greater liberalization—based on lais- 
sez-faire economic theorizing—by which 
an enlightened and outward-looking gov- 
ernment would free aspirant entrepre- 
neurs from state monopolies and regula- 
tions, thereby expanding income-earning 
opportunities among the poor, without 
threatening the established interests of 
either indigenous or foreign private enter- 
prise. But, as Leys concluded, if the 
promotion and stimulation of the infor- 
mal sector was a task to be undertaken 
by governments and their agencies on 
behalf of the urban poor, it was idealistic 
to expect them to legislate against their 
own economic and class interests. Leys 
believed that whichever strategy was 
adopted, the class interests of the govern- 
ment would ensure that its verbal sup- 
port for the poor self-employed would 
not be matched by policies to improve 
their living standards. 


Neo-Marxism: 


a radical reformist critique? 


Alongside the income-redistributing 
and employment-creating reformism of 
the 1970s, there emerged a minority 
view of the current role and future 
potential of the small enterprise sector. 
This alternative approach argued froma 
neo-Marxist or dependency theory per- 


1 


spective that the poverty found in the 
informal sector was due to its relations 
with capitalist production and distribu- 
tion and with a state that furnished 
conditions propitious for capital accumu- 
lation. The supposed incapacity of small 
enterprises to contribute as fully as they 
might to national economic growth was 
intimately connected to the very nature 
of the growth process itself.2 Further- 


22. See Anibal Quijano, “The Marginal Pole 
of the Economy and the Marginalised Labour 
Foret,” Economy and Society, vol. 3 (1974); 
Gerry, Petty Production and the Urban Economy; 
idem, “Petty Production & Capitalist Production - 
in Dakar: The Crisis of the Self-Employed,” in R. 
Bromley, ed., The Urban Informal Sector: Critical 
Perspectives, special issue of World Development, 
vol. 6 (1978); Manfred Bienefeld, “The Informal 
Sector and Peripheral Capitalism,” Bulletin of the 
Institute of Development Studies (Brighton, Sus- 
sex), 6(3) (1974); Milton Santos, The Shared 
Space: The Two Circuits of the Urban Economy in 
Underdeveloped Countries (London: Methuen, 
1979); Terry McGee, “Peasants in Cities: A Para- 
dox, a Paradox, a Most Ingenious Paradox,” 
Human Organisation, vol. 32 (1975); Alejandro 
Portes, “The Informal Sector and the World 
Economy: Notes on the Structure of Subsidised 
Labour,” Bulletin of the Institute of Development 
Studies (Brighton, Sussex), vol. 9 (1978). See the 
collections of essays such as R. J. Bromley and 
Chris Gerry, eds., Casual Work and Poverty in 
Third Worid Cities (New York: John Wiley, 
1979). See also critiques and literature reviews of 
the informal sector concept: Jai Breman, “A 
Dualist Labour System? A Critique of the Infor- 
mal Sector Concept,” Bombay Economic and 
Political Weekly, vol. 2 (1976); Philippe Hugon, 
A. N. Le, and Alain Morice, La petite production 
marchande et l'emploi dans le secteur ‘informal’ 
(Paris: Université de Paris, Institut d’étude du 
developpement économique et social, 1977); Caro- 
line Moser, “Infotmal Sector or Petty Commodity 
Production: Dualism or Dependence in Urban 
Development?” in Urban Informal Sector, ed. 
Bromley; Alison MacEwan Scott, “Who Are the 
Self-Employed?” in Casual Work and Poverty, ed. 
Bromley and Gerry; Priscilla Connolly, “The 
Politics of the Informal Sector: A Critique,” in 
Beyond Employment: Household, Gender and 
Subsistence, ed. Nanneke Redclift and Enzo 
Mingione (New York: Basil Blackwell, 1985). 
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more, the very concept of the informal 
sector was rejected because of its dual- 
ism. The dissidents argued that the 
economic characteristics on which the 
concept was based were more the result 
of the domination of small enterprises 
by large ones than the cause of small 
enterprises’ low incomes and produc- 
tivity. Though their analyses had differ- 
ent emphases, they saw the economic 
activities of the nonwaged urban poor as 
constituting a subordinate petty com- 
modity form of production coexisting 


. with a dominant capitalist mode of 


production. Alison Scott defines these 
producers as follows: 


(a) the production of commodic-ies for the 
market . ` . (b) small scale production [in 
terms of] volume of output, size of work 
force, size of capital and level of technol- 
ogy ...(c) ownership of the means of pro- 
duction by the direct producer.» 


Capital benefited in two ways from 
the provision of cheap essential goods 
such as transport, housing, recycled 
materials, clothing and shoes, 2ntertain- 
ment, and petty commerce.” It benefited 


23. Alison MacEwan Scott, “Notes on the 
Theoretical Status of Petty Commodity Produc- 
tion,” mimeographed (Colchester: University of 
Essex, Department of Sociology, 1977), pp. 1-2. 

24. Onthese subsectors, see, respectively, Dean 
Forbes, “On Urban-Rural Interdependence: The 
Trishaw Riders of Ujung Padang,” in’ Food, 
Shelter & Transport in South East Asia and the 
Pacific, ed. P. Rimmer, D. Drakakis Smith, and 
T. McGee (Canberra: Australian National Uni- 
versity, Department of Human Geogrephy, 1978); 
Rod Burgess, “Petty Commodity Housing or 
Dweller Control? A Critique of John Turner’s 
Views on Housing Policy,” in Urban Informal 
Sector, ed. Bromley; Chris Birkbeck, “Garbage, 
Industry and the Vultures of Cali, Co-ombia,” in 
Casual Work and Poverty, ed. Bromley and 
Gerry; Chris Gerry, “Small Scale Manufacturing 
& Repairs in Dakar: A Survey of Market Relations 
within the Urban Economy,” in ikid.; Nikki 


from the downward pressure directly 
exerted on urban wage levels and also 
from the indirect effect on the value of 
urban labor power resulting from these 
producers’ preeminence in the industrial 
reserve army. Nevertheless, many petty 
commodity producers were little more 
than disguised wage workers indirectly 
exploited in particular through the sub- 
contracting system.?5 

For these reasons, the neo-Marxists 
dismissed government policies that made 
marginal administrative reforms in the 
hope of unleashing the pent-up produc- 
tive energies and enterprise of small 
producers as being either naive in their 
approach or cynical in their intent. The 
promotion of the informal sector, and 
the proliferation of its relations with 
capital—for example, through subcon- 
tracting to private and state enter- 
prises—would merely facilitate the ex- 
panded transfer of value from the 
working poor to national and foreign 
capitalists. For a minority of these small- 
scale producers, discriminatory access 
would be facilitated to the few profitable 
niches foreign and state capital had left 
unoccupied. For the majority of petty 
producers, however, there would be no 
real help. All but formal autonomy 
would be lost as the exploitative relations 


Nelson, “How Men and Women Get By: The 
Sexual Division of Labour in the Informal Sector 
of a Nairobi Squatter Settlement,” in ibid.; Terry 
McGee, Hawkers in Hong Kong: A Study of 
Policy and Planning in the Third World City 
(Hong Kong: University of Hong Kong, Centre of 
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that already existed between capital and 
the urban working poor expanded and 
intensified. Additional repercussions of 
the proliferation of such relations would 
be the incorporation of more and more 
women into industrial out-working and 
the potential challenge to patriarchy 
that this implied.*6 

In summary, the neo-Marxist critics 
of government policies to promote small 
enterprises believed that both the small 
proprietor and his or her coworkers 
would be transformed into disguised 
wage workers serving the interests of 
capitalist growth and the perpetuation 
of poverty. At the same time, the myth 
of the independence of the small enter- 
prise sector and its potential for growth, 
crucial to the reproduction of bourgeois 
values, would be nurtured. In this way, 
the persistence of apparently precapital- 
ist relations of production within the 
household and workshop was not only 
compatible with but also functionally 
beneficial to capital accumulation in the 
economy as a whole. 


The continuity of 
Populist dissent 


Populist anti-industrialism was at a 
low ebb during the 1930s and the wartime 
period; only Gandhi’s lone voice could 
be heard occasionally from the colonial 
sidelines. The period of reconstruction 
among major industrial nations and the 
period of attempted industrial emulation 
in their colonies nevertheless caused a 
few dissenting ideas to be formulated. 
Much later, these began to be articulated 
publicly. The continuity of populist dis- 
sent during the later postwar period is 
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Employment, ed. Redclift and Mingione. 
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best exemplified by writers such as Schu- 


macher? and Illich.*® These commenta- 
tors suggest that small-scale production 
might moderate the excessive centraliza- 
tion of power and concentration of 
wealth in both core and peripheral econ- 
omies—hence small is beautiful. They 
were much less concerned with the more 
quantitative issue of how the sector 
might be used to support a more indepen- 
dent style of Third World industrializa- 
tion. | 

However, for as long as the postwar 
boom lasted any such criticism of so- 
called modern industrial society was 


likely to be dismissed by both reformist 


and laissez-faire policymakers as the 
utopian dreams of the dissidents, hip- 
pies, armchair revolutionaries, and neo- 
Luddite labor unions. Conventional wis- 
dom argued that such anti-industrial 
ideas were evidence of a failure to under- 
stand the practical managerial problems 
of the real world. Nevertheless, the ideas 
struck a responsive chord among a 
minority of liberal and libertarian think- 
ers, and so Schumacher, Illich, and 
others kept alive this populist idealism. 
Once the boom in the world economy 
finally gave way to an unprecedented’ 
period of stagnation and contraction 
during the late 1970s and 1980s, the 
stage was set for these ideas to thrive 
once more. 


INFORMALITY AND THE 
CURRENT RECESSION: 
NEOLIBERALISM ON THE OFFENSIVE 


The current world recession has cre- 
ated the conditions for yet another re- 


27. E. F. Schumacher, Small Is Beautiful: A 
Study of Economies As If People Mattered (Lon- 
don: Sphere Books, 1974). 

28. Ivan Illich, Deschooling Society (London: 
Calder and Boyars, 1972), idem, Celebration of 
Awareness (London: Calder and Boyars, 1972). 
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habilitation in the industrialized world 
of the idea that small-scale, alternative, 
or apparently noncapitalist institutions 
might contribute more effectively to 
economic recovery and growth. With 
the onset of the most severe global 


. capitalist crisis since the 1930s, and the 


f 


recognition that the recession was likely 
to be both protracted and profound, 


postwar Keynesian development theory 


steadily lost its preeminent role.29 Since 
the late 1970s, there has beer: a rolling- 
back: of state intervention. In its place 
has come a reassertion that the market is 
the motor of capital accumulation. This 
has been voluntarily adopted by the 
governments of many industrialized 
countries as a means of rekindling eco- 
nomic growth and profitability. It has 
been forced on other governments, par- 
ticularly. those of the Third World, as a 
condition of the rescheduling of existing 
debts and/or the extension of new credit 

In the industrialized countries, the 
international recession of the late 1970s 
and 1980s demanded far-reaching social, 
economic, and political changes. With 
conservative governments in office in 
many of the countries of the Organization 
for Economic Cooperation and Develop- 
ment, this meant that labor costs had to 
be held in check. This was accomplished 
in part by using the law. to dissuade 
labor unions from militant action. In 
addition, public expenditure was firmly 
controlled and the market encouraged 
to operate with less restraint than there 
had been in decades. Later, stock ex- 


29. See John Toye’s recent defense of develop- 
ment economics against the neoliberal attacks of 


Deepak Lal, Bela Balassa, and others in Dilemmas 


of Development (New York: Basil Blackwell, 
1987); Deepak Lal, The Poverty of Development 
Economics, Hobart Paperback no. 15 (London: 
Institute of Economic Affairs, 1983). 
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changes were revitalized by a wave of 
corporate mergers, and the slogan of 
popular capitalism was launched on the 
back of the privatization of public 
industries. | 

High unemployment has ensured that 
policies seeking to promote small busi- 
ness and self-employment have been 
attractive to the governments of in- 
dustrialized countries. Neoliberal policy- 
makers in the advanced countries under- 
standably emphasize a revitalization of 
capitalist values such as that of enter- 
prise at the grass-roots level. This has 
been done at the expense of what they 
argue is an overblown, outdated, and 
inefficient state-dominated mixed econ- 
omy. The shift in emphasis constitutes a 
key element in shaping the values, struc- 
tures, and practices upon which such 
governments feel a new boom can be 
constructed. 

At the same time, the supposedly 
informal means of securing a livelihood 
adopted by a growing stratum of the 
unemployed and impoverished has at- 
tracted a more punitive attention from 
state institutions. The rapidly expanding 
shadow, or irregular, economy, in which 
undeclared incomes are generated often 
alongside the receipt of state benefits, 
was denounced by many as both an 
obstacle to the success of laissez-faire 
economic restructuring and a double 
burden on a faltering, if not negative, 
growth rate. 


INFORMALITY AND THE 
CURRENT RECESSION: 
A RADICAL 
REFORMIST DEFENSE 


Radical reformist contributions have 
been heavily influenced by the works of 
writers Gorz and Bahro. Indeed, in 


30. Rudolf Bahro, Socialism & Survival: 
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many respects, the radical-reformists of 
the current recession have become diffi- 
cult to distinguish from the populists, 
who would argue that the slump offers 
an opportunity to move away from both 
capitalist and Soviet-style industrialism, 
an opportunity that must be seized if the 
environment and even the human species 
is to be preserved. Both Gorz and Bahro 
have argued that the principal struggles 
determining the welfare of the mass of 
the population are no longer those of 
class. Rather, they are struggles of East 
versus West over the proliferation of 
nuclear armaments and North versus 
South over the distribution of income in 
an era of global economic restructuring. 
In this vein some radicals commenting 
on the economic downturn have bid 
“farewell to the working class” and its 
outmoded forms of economic and politi- 
cal struggle.3! Others have argued that 
the recession and the unemployment 
and self-employment it promotes may 
offer ex-wage-slaves the opportunity for 
liberation and self-emancipation. Some 
progressive city governments have even 
argued that greater local autonomy from 
central government will be achieved and 
ethnic and gender discrimination chal- 
lenged by actively promoting self-employ- 
ment and cooperatives?? rather than by 
defending jobs in the limited sense of 


Articles, Essays & Talks, 1979-82 (London: Herche 
Books, 1982); Andre Gorz, Farewell to the Work- 
ing Class: An Essay in Post-Industrial Socialism 
(London: Pluto Press, 1982). 

31. See Gorz, Farewell to the Working Class, 
James Robertson, Future Work: Jobs, Self-Em- 
ployment and Leisure after the Industrial Age 
(London: Gower/ Maurice Temple Smith, 1985). 
-= 32. W. M. Kazuka, Why So Few Blacks? 
(London Borough of Hackney: Hackney Business 
Promotion Project, 1980); Greater London Coun- 
cil, The London Industrial Strategy (London: 
Greater London Council, 1985). 
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minimizing the losses of public-sector 
wage employment. i 

Thus promoting the informal sector 
and small businessés has been given | 
greater legitimacy both by neoliberal 
governments, if offensively for purposes ` 
of economic, political, and social restruc- 
turing, and by those who wish to deploy 
it defensively, to protect those who have 
fallen victim to the worst effects of the 
slump. What are termed informal, black, 
irregular, community-based, or coopera- 
tive economic activities have tended to 
lose their lumpen or hippie image. They 
have instead become legitimate objects 
of government and academic interest 
viewed as employment-creating, enter- 
prise-generating, wealth-creating, or even ` 
liberating and self-emancipating op- 
tions, located outside of large corporate, 
unionized manufacturing industry. 
Though the mechanism by which small 
and/or informal enterprises may induce 
economic growth and social progress in 
a period of slump may be viewed ciffer- 
ently by neoliberals and radical re- 
formists, the policies they propose may 
be more complementary than contradic- _ 
tory. This is especially so when seen in 
terms of the need for the state to sell a 
crisis-resolving strategy to its own politi- 
cal constituency and to the wider elector- 
ate. But do the ideas and policies being 
discussed today in the advanced coun- | 
tries bear any resemblance to those 
previously devised for developing 
countries? 


THE CURRENT RECESSION AND 
THE THIRD WORLD 


In the 1970s, international agencies 
such as the ILO and the World Bank 
advised Third World governments that 
the informal sector should be actively 
promoted by marginally and highly selec- 
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tively redistributing incomes, assets, and 
opportunities. Though growth and em- 
ployment were to be stimulated within 
reformist-dominant economies, it was 
employment creation to which policy 
advisers gave priority. If entrepreneur- 
ship were deemed to be in short supply, 
then both state and foreign aid institu- 
tions would fill the gap either directly or 
through management-training inputs. 
However, the scale of the employment 
problem, and the predictable reluctance 
of those in government in developing 
countries to give up the economic power 
they hold, exposed the pious idealism in 
much of what the reformists had to say. 
In-the developing countries today, 
the crisis manifests itself in terms of 
downward-spiraling export revenues, 
deepening indebtedness, and declining 
food production. The potential for new 
production locations, investment oppor- 
tunities, and markets for both ailing and 
aspirant transnational corporations is 
being created by the imposition by inter- 
national financial agencies of greater 
economic, organizational, and political 
discipline on governments, which in 
turn transfer the burden to the people in 
the form of increased austerity. The vital 
steps in the renaissance of free-market 
capitalism involve both a liberalization 
of national and regional markets for 
most commodities, including investment 
funds and labor, and a substantial privati- 
zation of the state and state-related 
enterprises. International financial and 
banking institutions have offered de- 
veloping countries the limited choice of 
adopting laissez-faire capitalism or sur- 
viving without Western support. 
Though this formulation may contain 
an element of bluff, the majority of 
developing countries, with little money 
and even less credit, may not be in a 
position to call it. Military dictatorships, 
such as those in Chile and Pakistan, fear 


the restoration of parliamentary de- 
mocracy and may consequently accede 
to external demands for economic liberal- 
ization. Democracies, especially of the 
fledgling variety, may agree to such 
measures because failure to do so could 
lead to either a right-wing military coup 
or a Left-inspired popular insurrection, 
as in Brazil, Argentina, or the Philippines. 
Self-styled Third World socialisms, as in 
Nicaragua, Mozambique, and Zim- 
babwe, may see the acceptance of Interna- 
tional Monetary Fund conditions as a 
lesser evil than the continuation of ex- 
ternally backed economic and political 
destabilization and the perhaps terminal 
decline in internal popularity this may 
imply. 

Thus the form, speed, and scope of 
restructuring is extremely uneven be- 
tween and among rich, middle-income, 
and poor countries. Competition be- 
tween transnational corporations, be- 
tween states, and between economic and 
political power blocs, each with its own 
shifting array of Northern and Southern 
allies and client-states, has intensified in 
the 1980s almost to the point of open 
trade war. From the rich countries’ 
viewpoint, as long as the debt crisis and 
political instability constitute major ob- 
stacles to a revival of foreign investment, 
any likelihood of defeating the recession 
on a global scale seems remote. The 
impact of this particular impasse on the 
informal economy and small enterprises 
in developing countries remains unclear. 
It will vary considerably from case to 
case. Undoubtedly, in the coming years, 
the theoretical categories and formula- 
tions reviewed here will again be put to 
the test. 


AN ORTHODOX 
MARXIST REAPPRAISAL? 


In recent years, Marxists interested in 
peasant agriculture have reappraised 
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the theoretical and empirical work on 
the persistence and problems of petty 
commodity production within capitalism 
that was undertaken by radicals opposed 


to the theory and practice of informal 


sector promotion. For example, Gib- 
bon and Neocosmos have critically ex- 
amined a number of propositions that 
have dominated radical approaches to 
both urban and rural small-scale produc- 
tion in the last decade. Their aim has 
been to make Marxist analytical categor- 
ies more effective for empirical investiga- 
tion. This relatively recent Marxist re- 
appraisal calls into question the notion 
that petty commodity producers are 
disguised wage laborers exploited by 
capital. It also questions the functionalist 
proposition that small-scale production 
subsidizes peripheral capital accumula- 
tion by providing cheap essential con- 
sumer goods for the mass market and by 
holding down wage levels through the 
role it plays as a major part of the 
industrial reserve army.** Gibbon and 


- Neocosmos begin by arguing that 


to suggest that a social formation is capitalist 
by virtue of being founded on the contradic- 
tion between labor and capital, is not to 
assert that all or even the majority of enter- 
prises in [it]... will conform to a “type” in 
which capitalists and wage-labourers are 
present, and which constitutes the measure 
in relation to which all other forms deviate. 


33. For example, P. Gibbon and M. Neocos- 
mos, “Some Problems in the Political Economy of 
‘African Socialism,’”in Contradictions of Accumu- 
lation in Africa: Studies in Economy & State, ed. 
H. Bernstein and B. Campbell (Newbury Park, 
CA: Sage, 1985); Henry Bernstein, Capitalism and 
Petty Commodity Production, Development Pol- 
icy & Practice Working Paper no. 3 (Milton 
Keynes: Open University, 1986); Harriet Fried- 
mann, “Postscript: Small Commodity Produc- 
tion,” in Rethinking Petty Commodity Production, 
ed. Jonathan Barker and Gavin Smith, special ed. 
of Labour, Capital and Society, vol. 19 (1986). 

34. Bernstein, “Capitalism and Petty Com- 
modity Production,” pp. 2-3. 
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What makes enterprises . . . capitalist or not, 
is not their supposed essential features, but 
the relations which structurally and histori- 
cally explain their existence.35 


Consequently, petty commodity produc- 


tion is seen as being just as much the 
product of the contradiction between 
capital and labor as is a stereotypical, 
fully fledged, and unequivocally capital- 
ist enterprise. 

Far from being inherent in a universal 
or ahistorical sense, the persistence of 
this form of production is the result of 
the operation of the law of value and 
corresponding changes in the social divi- 
sion of labor. The allegedly natural 
advantages possessed by petty commod- 
ity producers included their tendency 
toward self-exploitation—that is, the 
ability to intensify their own or their 
household’s labor under severe market 
pressure?6—their low capital and skill 
requirements, the ease of newcomer 
entry into petty commodity production, 
and the use of multiple sources of in- 
come. But, according to Gibbon and 
Neocosmos, they derive from the con- 
crete and specific operation of the law of 
value under capitalism. Bernstein ob- _ 
serves that 


petty commodity production will exist as 
long as capitalism exists. An understanding 
of the general reasons for this, helps rescue 
the analysis of petty commodity production 
from tendencies to treat it as residual, 
whether as a manifestation of incomplete or 
“blocked” transitions to capitalism, or as the 
site of inevitably “backward” or reactionary 
politics. On the basis of an analysis of the 
general conditions of existence, and produc- 
tion, of petty commodity production within 
capitalism .. . it should prove possible to 

35. Gibbon and Neocosmos, “Some Prob- 
lems,” p. 169 (emphasis in original). _ 

36. Henry Bernstein, “Notes on Capital & 
Peasantry,” Review of African Political Economy, 
vol, 10 (1977). 
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advance the concrete investigation of specific 
types of petty commodity production—their 
fluctuations, diversity, and differentiation.37 


By also focusing attention on the 
political implications of their analysis, 
Gibbon and Neocosmos helt to clarify 
the connection that is often made in a 
mechanistic way between occupations, 
enterprises, and the political practice 
that is assumed to follow automatically. 
By emphasizing that petty commodity 
producers are not themselves 2xploited, 
either by another class or by another 
type or scale of capital, Gibbon and 
Neocosmos also alert us to the fact that 
petty commodity producers are not neces- 
sarily petit bourgeois in their political 
behavior and orientation. Bernstein cor- 
rectly points out that this realization is 
as important in the context of developing 
countries as the realization, particularly 
in advanced industrial societies, that 
“those occupying proletarian class spaces, 
necessarily form a working class or 
pursue revolutionary ideology and 
politics. 38 

Gibbon and Neocosmos draw their 
conclusions predominantly from an 
analysis of peasant agriculture in Africa 
and explicitly define petty commodity 
producers as those who “are capable of 
reproducing themselves as private pro- 
ducers of commodities without em- 
ploying wage-labour and without selling 
(part of) their labour-power.”>9 Conse- 
quently, the mass of small, often unregis- 
tered craftsmen and traders in Third 
World. cities, for whom small numbers 
of family members, unwaged appren- 
tices, and waged or semi-waged employ- 
ees simultaneously work, cannot easily 

37. Bernstein, “Capitalism and Petty Commod- 
ity Production,” pp. 38-39. 

38. Ibid, p. 31. 


39. Gibbon and Neocosmos, “Some Prob- 
lems,” p. 169. 


be differentiated from much larger, un- 
deniably capitalist enterprises exclusively 
employing wage labor. Nor are we able 
to form any clearer picture of the eco- 
nomic and political position of the very 
heterogeneous and essentially property- 
less labor working for these small pro- 
ducers.4° Such insights are necessary if 
we are to elucidate theoretically the 
specific place of such enterprises, their 
proprietors, and workers in capitalist 
development and to predict how they 
might fit, if at all, into governments’ 
future liberalization policies. 


CONCLUSION 


In the developing countries in the 
latter years of the postwar boom, state 
intervention and a degree of economic 
nationalism was the most familiar ap- 
proach to solving the problems of falter- 
ing industrialization, arrested growth, 
growing inequality, and poor income 
and employment prospects. The transfor- 
mation of the economic survival strate- 
gies characterizing the urban and rural 
poor into a veritable engine of economic 
growth and employment generation 
proved to be either a reformist or a 
populist pipe dream. Many of the theo- 
retical confusions and policy errors that 
marked that period are today being 
repeated in the heartlands of the ad- 
vanced industrial countries, from the 
capitalist West to the centrally planned 
economies of the Soviet bloc. 

The conclusion I draw from the pre- 
vious analysis would rule out any serious 
contribution by populist theory and 
policy to resolving the problems of 
poverty and underemployment in de- 
veloping countries. In underestimating 
the powerful ideological and real-world 
links between small enterprises and the 
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dominant state, industrial, and commer- 
cial structures, the informal economic 
activities, which are both product and 
sustainer of large-scale capitalism, are 
elevated to the status of a practical 
alternative and a panacea for modern 
ills. 

Reformist approaches are under sus- 
tained attack by the laissez-faire theorists 
and policymakers and are in internal 
turmoil themselves. Facing conditions 
of economic crisis throughout much of 
the Third World, reformists confront a 
sort of paradigmatic no-win situation. If 
they accept a reduced role for state 
intervention, their credibility becomes 
very difficult to maintain. If they opt for 
greater state regulation, they start to 
resemble Soviet-bloc and Chinese re- 
gimes. These regimes are gradually and 
with difficulty introducing their own 
economic reforms, including a less hos- 
tile attitude to their own informal, or 
second, economies. If reformists hold 
their ground, they will appear to be 
atavistically holding on to postwar boom 
policies that have lost their relevance. 

This leaves only the neoliberal or 
laissez-faire policies and those of authen- 
tic Marxism. The former is clearly on 
the offensive in these years of economic 
downturn and restructuring. The slogan 
of “popular capitalism” appeals not only 
to those who have lost wage employ- 
ment, but also to those of a populist 
orientation who are convinced that the 
era of the small man has returned. But it 
remains little more than a slogan, either 
in the industrialized or the developing 
countries. Neoliberalism seeks to change 
attitudes toward self-employment and 
enterprise while restructuring national 
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and international markefs more in favor 
of large corporate enterprises, which 
have a degree of monopoly power under 
less threat than the power of labor 
unions and the public sector. 

In the Third World, the turn toward 
more market-oriented policies will con- 
tinue. It may well bring more and more 
people into often indirect contact with 
large and medium-sized enterprises, as 
subcontractors, casual laborers, and out- 
workers. This may give rise to the types - 
of situation outlined in recent Marxist ` 
contributions to the debate, whereby 
labor’s closer relations with capital in 
the less developed countries may spark 
new challenges to the system. For such 
challenges to be successful, they must 
embrace those working in relative isola- 
tion both in the informal sector and in © 
peasant agriculture. 5 

Today’s neoliberal advice that self- 
employment, enterprise, and the free 
play of market forces should play a 
greater role in economic growth is being 
widely, if sometimes grudgingly, ac- 
cepted. It is extremely doubtful that the 
poor of the Third World can look 
forward to anew international economic 
order that, paradoxically, will be ushered 
in by economic neoliberalism rather 
than state-fostered economic national- 
ism. It is far more probable that new — 
ground is being prepared for a faltering 
recovery in the condition of the world 
economy. If this is the case, it will be the 
realigned dominant classes in rich, mid- 
dle-income, and poor countries that will 
benefit. It is my opinion that few lasting 
benefits will be enjoyed by those for 
whom life is always informal by compari- 
son with that of their rulers. 
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The Second Economy of the 
Soviet Union and Eastern Europe 


` By STEVEN L. SAMPSON 


ABSTRACT: The second economies of the Soviet Union and other East 
European countries derive from structural inadequacies in the socialist 
planning system and from the cultural and historical evolution of each East 
European society. This article combines the structural and cultural 
approaches to the second economy and focuses on four of its most 

_ prevalent forms: peasant household production, the shadow economy 
within socialist enterprises, the underground factories of Soviet Georgia, 
and the hidden economy within the retail and service sectors. In all cases, 
social linkages and cultural values provide frameworks for economic 
activities. The second eccnomy helps to alleviate consumer shortages and 
bureaucratic bottlenecks in all these societies. It also acts as a social 
mollifier, channeling dangerous political frustrations into consumerism, 
swindling, or petty corruption. Yet the overall effect of the second economy 
is a corrosive one: as a surrogate reform, a second economy tolerated by the 
authorities only reproduces the fundamental flaws of the formal economy. 
Moreover, it exacerbates the gap between society and the state, between 
“us” and “them.” 


Steven L. Sampson, a cultural anthropologist, received his Ph.D. in 1980 from the 
University of Massachusetts, Amherst. He has carried out ethnographic fieldwork on town 
planning and local politics in Rcmania and is the author of National Integration through 
Socialist Planning: An Anthropological Study of a Romanian New Town and articles on 
various aspects of informal systems in Eastern Europe. He has recently coauthored a book on 
the anthropology of Denmark’s second economy, entitled Uden Regning [Without receipt] 
and is preparing an extended anthropological study of the informal sector in Eastern Europe. 
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THE SOVIET UNION AND EASTERN EUROPE 


RE an international commission 
ofexperts asked to design a society 
where the second economy would thrive 
best, they would probably design the 
Soviet Union.! Press reports and schol- 
arly analyses have shown that the second 
economy is an integral part of everyday 
life in all the socialist societies. Ironi- 
cally, the second economy in these coun- 
tries is often the equivalent of the mar- 
ket or primary economy in capitalist 
countries. 

Some of these activities are simply 
what we would term capitalist entrepre- 
neurship: the peasant who cultivates her 
private plot and sells the produce on the 
free market, speculative trading, middle- 
man fees, renting property, money 
lending, and operating a private firm. 

Other forms of the second economy 
found in Eastern Europe are common to 
all advanced economies, socialist or 
capitalist. These include producing or 
selling illegal goods such as narcotics or 
providing illegal services such as prostitu- 
tion; pilfering from the workplace; skim- 
ming cash receipts; conducting un- 
registered or untaxed trade; and paying 
off police or inspectors to ignore such 
activities. 

Finally, there are second economy 
activities that are neither typically capi- 
talist nor universally illegal: the informal 
or illegal activities that enterprises use to 
fulfill their plan; underground factories; 
paying bribes or tips in order to buy 
something in a store or to induce plan- 
ners and controllers to revise plans; 
buying and reselling goods obtained 
from shops for foreigners; and selling 


1. This sentence is paraphrased, by permis- 
sion, from Gregory Grossman and Vladimir G. 
Treml, “Measuring Hidden Personal Incomes in 
the USSR,” in The Unofficial Economy, ed. 
Sergio Alessandrini and Bruno Dallago (Alder- 
shot: Gower Press, 1987). 
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scarce or rationed goods taken from the 
state. 

Popular accounts have tended to term 
the second economy of Eastern Eu- 
rope—hereafter “Eastern Europe” is 
meant to encompass the USSR and 
other countries of the Eastern bloc— 


“islands of capitalism” in which the 


spirit of free initiative thrives in spite of 
stifling bureaucracy.? The official East 
European press looks on the second 
economy as a “corrosive” factor, robbing 
the formal economy of essential goods, 
services, and labor time. Illegal or infor- 
mal economic activity is an example ofa 
“backward mentality” destined to disap- 
pear as the socialist system is “perfected.” 

This only begs the question of why— 
after 70 years of socialism in the Soviet 
Union, 40 in the other East European 
countries—these backward mentalities 


2. For example, Yuri Brokhin, Husting on 
Gorky Street (London: W. H. Allen, 1976), Hedrick 
Smith, The Russians (New York: Quadrangle, 
1983); Robert Kaiser, Russia: The People and the 
Power (New York: Pocket Books, 1976); Konstan- 
tin Simis, USSR: The Corrupt Society—The 
Secret World of Soviet Capitalism (New York: 
Simon & Schuster, 1982); David Shipler, Russia: 
Broken Idols, Solemn Dreams (New York: Times 
Books, 1983); David Willis, Klass: How Russians 
Really Live (New York: St. Martin's Press, 1985); 
Lev Timofeev, Soviet Peasants—or the Peasants’ 
Art of Starving (New York: Telos Books, 1985). 

3. Speaking of corruption in the Soviet Re- 
public of Georgia, Eduard Shevardnadze, who 
was then first secretary of the Georgian Commu- 
nist Party—and is now the USSR’s foreign minis- 
ter—made the very un-Marxist statement that 
“there are people in whom the spirit of private 
ownership seems to be inborn.” Zarya Vostoka, 3 
Nov. 1973, quoted in David Law, “Corruption in 
Georgia,” Critique (Glasgow), no. 3, p. 103, 
(Autumn 1974). The current Soviet campaign 
against persons with “unearned incomes” stresses 
the particular need for “improving ideological and 
political work and ... molding in each person an 
attitude of irreconcilability toward the private- 
ownership mentality.” “Alien to Our Morality,” 
TASS report, 10 Aug. 1986. 
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not only exist, but seem to be thriving as 
never before. This has led some analysts, 
including some East Europeans, to see 
the second economy in terms of its 
“lubricating” function.4 Some go so far 
as to assert that “were it not for the 
second economy, the entire system would 
collapse.”> 

In fact, the second economies of 
Eastern Europe are at once liberating, 
corrosive, and lubricating. The starting 
point for an analysis of Eastern Europe’s 
second economy is to see it in the 
context of the total economic system. 
The second economy is an integral part 
of the official, planned economy, some- 
times complementing it, sometimes 
hindering it directly, sometimes com- 
peting with it. 

This article examines Eastern Eu- 
rope’s second economies as beth a struc- 
tural aspect of socialism and as cultural 
and historical products of specific East 
European societies. Because the second 
economy has been studied largely by 
economists, much of its noreconomic 
character has been overlooked. Recent 
studies by anthropologists show the 


4. Cf. Charles Schwartz, “Corruption and 
Political Development in the U.S.S.R...” Compara- 
tive Politics, 11:425-43 (July 1979); Gregory Gross- 
man, “The Second Economy of the USSR,” 
Problems of Communism, 26(5):40 (Sept.-Oct. 
1977). Among East Europeans, the Hungarians 
have particularly emphasized a lubrication ap- 
proach. Cf. Istvan Gabor, “The Second (Second- 
ary) Economy,” Acta Oeconomica, 22:291-311 
(1979). 

5. Smith calls it “an essential lubricant for 
the rigidities of the planned economy.” Smith, 
Russians, p. 86. Meanwhile, a U.S. Select Com- 
mittee on Soviet Internal Developments concluded 
that it “lubricates the joints of a creakmg system.” 
Quoted from Stuart Henry, “The Infcrmal Econ- 
omy: How Revolutionary Is It?” Crime and Social 
Justice, 2:8 (1987). See also Istvan Kemeny, “The 
Unregistered Economy in Hungary,” Soviet Stud- 
ies, 34:364 (July 1982). 
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second economy to be an expression of 
deeply rooted social and cultural features 
of each society. These features are best 
revealed not by aggregate data but by 
micro-level everyday interactions that 
form the core of most anthropological 
field studies. Hence the combination of 
the political-economic and sociocultural 
factors can help explain both the tenacity 
of the second economy in Eastern Europe 
and the variations from one socialist 
society to another. 


SECOND ECONOMY RESEARCH 
ON EASTERN EUROPE 


Within Soviet studies, the analysis of 
the second economy commenced a dec- 
ade ago with the seminal articles by 
Simes, Katsenelinboigen, and especially 
Grossman.® A recent bibliography on 
the Soviet / East European second econ- 
omy now lists over 150 items.” A major 
collection has been edited by Grossman, 
and the Hungarian economists have 
been especially productive. Anthro- 


6. Dimitri K. Simes, “The Soviet Parallel 
Market,” Survey, 21(3):42-52 (Summer 1975); 
Aron Katsenelinboigen, “Coloured Markets in the 
Soviet Union,” Soviet Studies, 29:62-85 (Jan. 
1977); Grossman, “Second Economy of the USSR”, 
idem, “Notes on the Illegal Private Economy and 
Corruption,” in The Soviet Economy ina Time of 
Change, by U.S., Congress, Joint Economic Com- 
mittee (Washington, DC: Government Printing 
Office, 1979), pp. 834-55. 

7. Gregory Grossman, “The Second Economy 
inthe USSR and Eastern Europe: A Bibliography” 
(Berkeley-Duke Occasional Papers on the Second 
Economy in the USSR, no. 1, University of 
California, Berkeley, and Duke University, up- 
dated, March, 1987). 

8. Gregory Grossman, ed., Studies in the 
Second Economy of Communist Countries (Berke- 
ley: University of California Press, 1988); Janos 
Kenedi, Do It Yourself: Hungary’s Hidden Econ- 
omy (London: Pluto Press, 1982); Istvan Gabor, 
“The Second Economy in Socialism: General 
Lessons of the Hungarian Experience,” Papers on 
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pological studies have appeared on Po- 
land, Soviet Georgia, and Central Asia, 
and Grossman and Treml’s survey of 
1900 Soviet émigrés promises to give 
valuable information on the second econ- 
omy in the USSR. 

Nevertheless, our knowledge remains 
limited by the geographic areas studied 
and by political restrictions placed on 
the research, both of which skew or bias 
the research. Many studies of the Soviet 
second economy focus on the non-Rus- 
sian republics, while our information on 
the East European states aside from 
Hungary and Poland is confined to 
descriptive studies or press reports of 
corruption. t? Research is also hampered 


Labor Economics (Budapest: Karl-Marx Univer- 


sity of Economics, 1984); Peter Galasi, “Peculiari- 
ties and Limits of the Second Economy in Socialism 
(the Hungarian Case),” in Economics of the 
Shadow Economy, ed. Wulf Gaertner and Alois 
Wenig (New York: Springer-Verlag, 1985), pp. 
353-61; Peter Galasi and Gyorgy Sziraczki, eds., 
Labour Market and Second Economy in Hungary 
(New York: Campus, 1985). 

9. Janine Wedel, The Privaté Poland: An 
Anthropologist’s Look at Everyday Life (New 
York: Facts on File, 1986); Gerald Mars and 
Yochanan Altman, Private Enterprise in the USSR: 
The Case of Soviet Georgia (Aldershot: Gower 
Press, 1987); idem, “The Cultural Bases of Soviet 
Georgia’s Second Economy,” Soviet Studies, 
35(4):546-60 (Oct. 1983); idem, “The Cultural 
Bases of Soviet Central Asia’s Second Economy 
(Uzbekistan and Tajikistan),” Central Asian Sur- 
vey (in press); Grossman and Treml, “Measuring 
Hidden Personal Incomes in the USSR” in- 
troduction to Grossman, “Second Economy: A 
Bibliography.” 

10. Examples from Simis’s USSR: The Cor- 
rupt Society and Smith’s Russians overwhelmingly 
concern Georgians, Armenians, and Azerbaijanis. 
Law’s “Corruption in Georgia” also infers that the 
same is true for the Russian republics. Other 


studies of East European—that is, non-USSR— 


second economies used in this survey include the 


following: Horst Brezinski, “The Second Econo- 


mies in Eastern Europe,” in East European Eco- 
nomic Trends and East-West Trade: U.S., West 


- Romania—-A Dynamic Sector,” 


by a lack of empirical data, due to 
deliberate concealment by the authori- . 
ties, simple ignorance, or conceptual 
confusion.!! Consequently, as in other 
areas of Soviet studies, second economy 


and East European Perspectives, ed. P. Marer and 
P. Van Veen (forthcoming); Steven Sampson, 
“The Informal Sector in Eastern Europe,” Telos, 
no. 66, pp. 44-66 (Winter 1985-86); Horst Brezinski 
and Christoph Roos, “The Development of the 
Second Economy in Hungary,” Korean Journal 
for East-West European Studies, 1:95-127 (Fall 
1985); Andrzej Korbonski, “The ‘Second Econ- 
omy’in Poland,” Journal of International Affairs, 
35(1):1-15 (Spring-Summer 1981); Anders Aslund, 
Private Enterprise in Eastern Europe: The Non- 
Agricultural Private Sector in Poland and the 
GDR (New York: St. Martin’s Press, 1985); idem, 
“Private Enterprise in Poland, the GDR and 
Hungary,” in Bidrag til Oststatsforskning, 
11(1):26-34 (Jan. 1983); Horst Brezinski, “The 
Second Economy in the GDR—Pragmatism Is 
Gaining Ground,” Arbeitspapiere des Fach- 
bereichs Wirtschafiswissenschaft, Neue Folge Nr. 
7, Universitiit-Gesamthochschule Paderborn, BRD 
(Feb. 1987); Hse Grosser, “Personliche Wirtschaf- 
ten in Bulgarien—Jungere Entwicklungen,” Südost- 
europa, 33(9):491-507 (1984); Per Ronnis, “The 
Role of the ‘Second Economy’ as a Source of 
Supplementary Income to Rural Communities in 
Romania: A Case Study,” Bidrag til Oststats- 
Sorskning, 11(1):34-43 (Jan. 1983), Steven Sampson, 
“Rich Families and Poor Collectives: An Anthro- 
pological Approach to Romania’s Sec- 
ond Economy,” ibid., pp. 44-77; Horst Brezinski 
and Paul Petrescu, “The Second Economy in 
Arbeitspapiere 
des Fachbereichs Wirtschaftswissenschaft, Neve 
Folge Nr. 6, Universitat—Gesamthochschule Pad- 
erborn, BRD (Dec. 1986). Finally, the best sources 
of press reports from the Soviet Union are the 
Current Digest of the Soviet Press and Radio 
Liberty Research (Munich) and for the other East 
European countries Radio Free Europe Research 
(Munich). 

il. These issues are elucidated in Peter Wiles, 
“What We Stil Dont Know about the Soviet 
Economy,” in The CMEA Five Year Plans (1981- 
1985) in a New Perspective: Planned and Non- 
Planned Economies (Brussels: North Atlantic 
Treaty Organization, Economics and Information 
Directorates, 1982). 
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analyses often rely on anecdote, media 


reports, and speculative estimation.!2 
In the East European context, the 
study of second economy activities would 
include those that are unplanned, unregu- 
lated, unreported, privatized, and/or 
illegal. This would cover a wide range of 
activities, and scholars differ over pre- 
cisely what should be included. Con- 
sidering the second economy as extra- 
plan behavior, which may or may not 
have beneficial .consequences for the 
official economy, Marresse’s syncretic 
definition is useful: “The second econ- 
omy includes all of the nonregulated 
(legal and illegal) aspects of economic 
activities in state and cooperative organi- 
zations, plus all unreported activities, 
plus all forms of private ‘legal, semi- 
legal, and illegal) economic activity.”!4 
Measuring the extent of the second 
economy has proven difficult due to 
lack of data and conceptual confusion. 
It appears less widespread in heavy 
industry, banking, finance, and the mili- 
tary and more pervasive in sectors such 
as construction, food, repairs, light indus- 
try, transport, wholesale and retail trade, 
and personal services from doctors’ ser- 


12. Prospects for empirical research, personal 
fieldwork, or scientific collaboration with East 
European researchers remain dim, if not nonex- 
istent. Hungary, where second economy research 
is officially sanctioned, remains the exception. 


13. Cf. Grossman, “Second Economy of the - 


USSR”, Dennis O’Hearn, “The Consumer Second 
Economy: Size and Effects,” Soviet Studies, 
32(2):218-34 (Apr. 1980); Peter Wiles, “The Second 
Economy, Its Definitional Problems,” in Un- 
official Economy, ed. Alessandrini and Dallago; 
Peter Galasi, “Peculiarities and Limits.” 

14. Michael Marrese, “The Evolution of Wage 
Regulation in Hungary,” in Hungary—A Decade 
of Reform, ed. P. Hare, H. K. Radice, and N. 
Swain (London: Allen & Unwin, 1981), p. 51. This 
definition is discussed in particular by Brezinskiin 
his “Second Economies in Eastern Europe.” 


vices to waiters’ services.!5 Because 
second economy activity may vary widely 
from one sector to another, and because 
definitions of the second economy may 
differ for different researchers, state- 
ments that estimate the second economy 
as being from 10 to 50 percent of a 
country’s gross national product have 
little comparative value. '6 

Private agriculture, for example, is a 
key component of the second economy 


15. Peter Wiles, using “commonsense and 
literary evidence,” states that larger objects are 
harder to steal, divert, or sell; hence trains and 
planes are not part of the black economy, Simi- 
larly, “where audit is easy (banks) or important 
(weapons) there will be less corruption.” At the 
other end of the scale, building and car repairs are 
such that “there seem to be few uncorrupt transac- 
tions.” See Peter Wiles, “What We Still Don't 
Know,” CMEA Five Year Plans, by North Atlantic 
Treaty Organization. 

16. The figure of 10-50 percent is a summary 
of statements by knowledgeable Soviet émigrés. 
The variation most likely reflects differing percep- 
tions of the second econcmy as being strictly black 
or illegal transactions, or including black plus 
legal private production, kolkhoz marketing, and 
trading. See Zev Katz, “Insights from Emigres and 
Sociological Studies on the Soviet Union,” in 
Soviet Economic Prospects for the Seventies 
(Washington, DC: Government Printing Office, 
1973), p. 90. Hungarian estimates of up to 50 
percent of gross national product derive from a 
second economy that includes criminal theft, 
black theft of raw materials and labor time, all 
“black value added,” “benign plan violation” 
within socialist factories in order to achieve the 
plan—the shadow economy—legal private and 
cooperative production, plus bribes and tips. 
Wiles makes a good case for excluding benign plan 
violation from the second economy, thereby bring- 
ing it down to 7-25 percent worldwide. See Peter 
Wiles, “Second Economy, Its Definitional Prob- 
lems,” p. 10. A final note of caution regarding 
estimates of the second economy comes from 
Istvan Gabor, who states that “the widely quoted 
estimate of 16-19 percent of the entire GNP being 
created in the second economy draws its credence 
solely from the prestige of the person who made 
the estimate.” Gabor, “Second Economy in Social- 
ism,” p. 29. 
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in all the socialist countries. The output 
of collective farmers’ personal plots pro- 
vides from 30 to 42 percent of total 
agricultural output in the USSR, Hun- 
gary, Bulgaria, and Romania.!7 In Po- 
land, where 77 percent of all agricultural 
land is in private hands, the legal private 
sector occupied almost 32 percent of the 
labor force in 1983. !8 

In commerce, the second economy is 
pervasive. O’Hearn’s analysis of Soviet 
press reports indicates that 80-85 percent 
of all gasoline ends up on the black 
market, 25 percent of the internal fish 
catch is poached from state lands, and 
2) percent of all distilled alcohol is 
produced and sold outside the state 
sector.!9 Soviet emigre interviews sug- 
gest that 18 percent of all consumption 
expenditures were given to private in- 
dividuals and that 30 percent of all home 
food was purchased outside the public 
sector or via connections.” The Soviet 
Union has permitted the lowest level of 


17. Brezinski and Petrescu, “Second Economy 
in Romania,” p. 3; Horst Brezinski, “The Second 
Economy in the Soviet Union and Its Implications 
for Economic Policy,”in Economics of the Shadow 
Economy, ed. Gaertner and Wenig, p. 363; Allen 
Kroncher, “CMEA Productive and Service Sector 
in the 1980’s: Plan and Non-Plan,” in The CMEA 
Five Year Plans, by North Atlantic Treaty Organi- 
zation, p. 204. 

18. Andrzej Bloch, “The Private Sector in 
Poland,” Telos, no. 66, pp. 129, 131 (Winter 
1985-86). 

19. O’Hearn, “Consumer Second Economy,” 
pp. 232, 227; Vladimir Treml, “Alcohol in the 
USSR: A Fiscal Dilemma,” Soviet Studies, 
27(2):161-77 (1972); idem, “Alcohol in the Soviet 
Underground Economy” (Berkeley-Duke Occa- 
stonal Papers on the Second Economy in the 
USSR, University of California, Berkeley, and 
Duke University, 1986; reprinted in Studies in the 
Second Economy of Communist. Countries, ed. 
Grossman). 

20. Gur Ofer and Aaron Vinokur, Private 
Sources of Income of the Soviet Urban Household 
(Santa Monica, CA: Rand, 1980), pp. 70, 58. 


_ 


legal private commercial activity in East- 
ern Europe. The largest amount is in 
Hungary, where between 1970 and 1983 
the number of private shops and restau- 
rants doubled, to 19,293, to constitute 
26 percent of all shops.?! 

The second economy service sector is 
similarly extensive, inasmuch as per- 
sonal relations between seller and cli- 
ent—established via bribes, tips, or friend- 
ship—determine whether the service will 
be of acceptable quality. Despite the fact 
that second economy labor can be from 
two to five times more expensive than 
that procured by the official economy, a 
Moscow survey showed that 70 percent 
of house repairs were carried out pri- 
vately, most of this by illegal or unregis- 
tered repairmen.~ In Georgia from 97 to 
99 percent of repairs to home and house- 
hold items were done privately.” Soviet 
investigations routinely show that on 


' days when state service enterprises are 


audited, receipts are one and one-half to 
two times higher than on “normal” 
days.%4 

Private construction brigades, agricul- 
tural harvest and forest-clearing brigades 
are common throughout the USSR and 
Eastern Europe. They often receive two 
to five times the official wage, even 
though they are hired by state enter- 
prises.25 In Poland, private firms con- 


21. Brezinski and Roos, “Second Economy in 
Hungary,” pp. 104-5. 

22. O’Hearn, “Consumer Second Economy,” 
p. 225. 

23. Ibid. 

24. S. P. Artemov, “Sluzhba byta v desiatoi 
piatiletke,” Den’gi i Kredit [Money and credit], 
no. 12, p. 23 (1976), cited in Dennis O'Hearn, “The 
Second Economy in Consumer Goods and Ser- 
vices,” Critique (Glasgow), no. 15, p. 103 (1982). 

25. Kroncher cites a ratio of nearly 11:1 in his 
“CMEA Productive and Service Sector,” p, 200. 
Other descriptions of these brigades are described 
in Simis, USSR: The Corrupt Society, pp. 258-61, 
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structed 52 percent of urban housing 
and 66 percent of housizg in rural 
areas,26 

Income and employment figures for 
the second economy give additional 
indication of its extent. Poland’s 470,000 
private enterprises accounted for 24 
percent of total employment and gener- 
ated 20 percent of money income in 
1980, the latter rising to 32 percent in 
1983.27 In Hungary about three-quarters 
of the population receives additional 
income from the second economy.”8 
Incomes from the second economy often 
greatly exceed official wages in Georgia.29 
A Soviet emigre survey indicated that 11 
percent of all households’ zotal income 
derived from private sources.3° How- 
ever, among the 10 percent of Soviet 
families who reported income from tips, 
bribes, and speculation, extra income 


and in Grossman, “Second Economy of the USSR,” 
p. 36. Sizable incomes for such traveling brigades 
of agricultural and forest workers are reported in 
Romania by Ronnĝs and Sampson, in Hungary 
by Kenedi, and in the German Democratic Repub- 
lic by Brezinski, where such “after-work brigades 
can easily charge 3 to 4 times the official wages 
plus ‘fringe benefits.’ ” See, respectively, Ronn§s, 
“Role of the ‘Second Economy.’ ” p. 38; Steven 
Sampson, National Integration through Socialist 
Planning: An Anthropological Study of a Ro- 
manian New Town (Boulder, CO: East European 
Monographs, 1984), pp. 153-55; Kenedi, Do it 
Yourself, passim; Brezinski, “Sezond Economy in 
the GDR,” p. 9; Die Welt, 20 June 1980. 

26. Wedel, Private Poland, p. 40. 

27. Korbonski, “ ‘Second Economy’ in Po- 
land,” p. 2; Bloch, “Private Sector in Poland,” p. 
157. 

28. Gabor, “Second Economy in Socialism,” 
p. 32; Kroncher, “CMEA Productive and Service 
Sector,” p. 205, citing Wall Street Journal, 22 
Mar. 1982. 

29. Law, “Corruption in Georgia”; Wiles, 
“What We Still Don’t Know”; Mars and Altman, 
Private Enterprise in the USSR. 

30. Ofer and Vinokur, Private Sources of 
Income, p. 51. 
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averaged 79 rubles per month, or about 
2 weeks of the average wage.?! 

The extent of second economy activity 
seems to be greater in the southern 
Soviet republics, especially in Georgia 
and Central Asia. Second economy activ- 
ities are also more extensive in outlying 
regions, ethnic enclaves, and the more 
ruralized republics. There are several 
reasons for this: inadequate supplies of 
consumer goods and services combined 
with persistently high demand that force 
people to use private or illegal channels; 
more autonomous rural households able 
to carry out private production; higher 
birth rates making for larger and 
stronger networks of kin, friends, and 
connections; family-centered moral 
codes that view the state and its officials 
as enemies; poor chances of upward 
mobility into the Soviet establishment 
for non-Russian minorities; and the 
Soviet state’s inability to enforce laws or 
carry out control in outlying zones or 
among traditionally hostile ethnic 
groups.32 Czechoslovakia and the Ger- 
man Democratic Republic, both in- 


dustrialized and urbanized, probably - 


have more reduced second economies 

than other areas of Eastern Europe.33 
An integral part of second economy 

activity is corruption. Although difficult 


31. Ibid., p. 33. This would also include income 
derived from pilferage or sale of pilfered items, but 
not private wages, such as from moonlighting. 
Grossman’s “Notes on the Illegal Private Econ- 
omy” provides an excellent summary of such 
income sources, 

32. See Mars and Altman, Private Enterprise 
in the USSR. Non-Russian ethnic groups also 
rank high on Peter Wiles’s “continuum of dis- 
honesty.” Wiles, “What We Still Don’t Know,” 
app. H. 

33. Brezinski, “Second Economies in Eastern 
Europe,” p. 9; idem, “Second Economy in the 


GDR.” Czech data are sparse, though see Leonard ` 


Sik, “The Mystery of Czech Affluence,” New 
York Times, 20 June 1986. 
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to quantify, the extent-of corruption— 
bribes to planners, hush money to police, 
nepotism and influence peddling—is indi- 
cated by the continuing stream of reports 
in the official press. The importance of 
this is also revealed in periodic cam- 
paigns against illegal, nonlabor, or specu- 
lation incomes in Poland, the USSR, 
and Romania and in the spectacular 
corruption scandals recently revealed in 
Moldavia, Uzbekistan, and Kazakhstan, 
where millions of illicit rubles were 
made over several years.>4 Bribes and 
payoffs are a normal part of daily life in 
the USSR, beginning with the payoff for 
a good room in the obstetric ward, 
ending with the payoff for a quality 
burial plot.35 


THE SECOND ECONOMY 
IN OPERATION 


A closer look at the operation of the 
most widespread aspects of a typical 
second economy will enable us to see 
how the second economy is integrally 


34. See fn. 10; Philip Hanson, “ ‘Nonlabor 
Incomes’ in the USSR,” Radio Liberty Research, 
172/86, 24 Apr. 1986. As several observers have 
noted, campaigns against economic-crime seem to 
concentrate disproportionately on the non-Russian 
republics and on non-Russian nationalities, thus 
appealing to Russian nationalist sentiments as 
well. During the early 1960s, for example, most of 
the black marketeers who were executed had 
Jewish surnames. 

35. Detailed especially in Simis, “USSR: The 
Corrupt Society,” pp. 205-47. See also Wojciech 
Markiewicz, “A Small Hand-Book for the Bribe- 
Giver: Tokens of Gratitude,” in Survey, 29(3):195- 
98 (Autumn 1986), translated from Polityka (War- 
saw), 30 Aug. 1986. Romania, Bulgaria, and 
Poland, where the bribes are often in dollars or 
dollar coupons, are similar in this respect, as they 
suffer from extreme shortages in virtually all 


“ - spheres of social, economic, and cultural life, from 


procuring social services and consumer goods to 
obtaining cultural products such as books. 


related to the wider structure of socialist 
society. 


Peasant household production 


Domestic production of food has 
always been a source of household con- 
sumption and personal income for East 
Europeans. One form of this private 
farming, in which farmers own their own 
lands and livestock and grow food for 
personal consumption, on contract to 
the state, or sale on the market. Another 
form of household production is the 
combining, by collective farm families, 
of domestic. resources with the small - 
plots of land allocated to them by the 
collective. | 

Private farming is the principal form 
of peasant production in Poland, while 
such farms occupy less than 5 percent of 
peasant households in the rest of Eastern 
Europe. Often these peasants resort to 
the illegal second economy to procure 
fertilizer, tractors, and transport to mar- 
ket. Moreover, since the free markets 
may have regulated price ceilings, peas- 
ants may also engage in various subter- 
fuges to obtain desired prices for their 
produce. 

The typical collective farmer uses the 
collective as a resource to be exploited, 
working not for the collective but on the 
collective for the household enterprise. 
Collective farm wages are low, but fod- 
der payments and the production of the 
personal plot are channeled into house- 
hold production. Other resources of the 
collective may be borrowed, purchased, 
or stolen.*¢ 


36. Sampson, “Rich Families and Poor Collec- | 
tives.” See Joel Halpern and David Kideckel, 
“Anthropology of Eastern Europe,” Annual Review 
of Anthropology, 12:277-310 (1983), for further 
references on the relation between the collective 
farmer and the household. On the peasant-worker 


128 THE ANNALS OF THE AMERICAN ACADEMY 


A third form of family food produc- 
tion is the complex household enterprise 
produced when peasant-worker house- 
holds add wage income from nonagricul- 
tural employment plus the resources of 
their workplace to agricultural wages, 
fodder inputs, and household labor. 
This combination of homegrown food, 
wages, payments in kind and income 
from sale of household produce can give 
these suburban households a standard 
of living that is often higher than those 
in nearby towns. Extra income from this 
household economy is often used in 
extravagant status displays, such as in 
the building of giant three-story houses. 

Urban dwellers throughout Eastern 
Europe frequently complain about price- 
gouging peasants who demand specula- 
tive prices for their goods or who in 
Poland refuse to accept anything but 
Western currency. Yet the peasants must 
cover additional costs such as illegal 
transport, living in the city, security for 
bad harvests, and so forth. The collective 
farm’s personal plot system can be viewed 
as a form of exploitation in which the 
collective frees itself from the obligation 
of paying the peasants a decent wage.?’ 
The point is that private plot production 
is an integral part of the collective farm 
wages and not something carried out 
beyond normal work. That is, private 
plot production is necessary for peasant 
subsistence. The peasants are forced to 
use the second economy to earn this 
wage. The peasants and peasant-workers 
cultivate this plot on their second shift. 


strategy, see in particular John Cole, “Family, 


Farm and Factory: Rural Workers in Contempo- 
rary Romania,” in Romania in the 1980's, ed. 
Daniel N. Nelson (Boulder, CO: Westview Press, 
1981), pp. 71-116. 

37. See, in particular, Timofeev, Soviet Peas- 
ants, and the review symposium on this book in 
Telos, no. 68, pp. 109-27 (Summer 1986). 

N 


There is ample evidence to show that 
first economy production suffers as a 
result—both on the collective and in the 
factory. 


The shadow economy of the 
socialist factory 


Managers of Soviet factories are con- 
strained by central planning decisions, 
central allocations of supplies, and limita- 
tions on wages and labor discipline. 
Plan fulfillment is every manager’s prime 
concern, if only because this is the only 
way his or her career can advance. 
Hence, various extra-plan strategies are 
used to cut through bureaucratic bottle- 
necks or to procure supplies, transport, 
repair, extra labor, and spare parts. This 
shadow economy involves misreporting 
to the authorities and bribing or making 
connections with other managers in what 
are known as family circles.38 Most 
factories retain a fixer (in Russian, tol- 
kach), who functions as middleman, 
broker, and network entrepreneur. In 
order to procure these scarce resources, 
managers resort to what Grossman calls 
“the Four B’s: barter, black market, 
bribe and blat” (Russian for “connec- 
tions” or “influence”).3? The most im- 
portant application of the Four B’s is 
with planners. Influencing them to de- 
crease the plan norms or increase alloca- 
tions of supplies is crucial for any man- 
ager who contemplates plan fulfillment. 

The Four B’s are not a new develop- 


38. “Family circles” is a term used by Joseph 
Berliner in Factory and Manager in the USSR 
(Cambridge, MA: Harvard University Press, 1957), 
pp. 259-63. My use of “shadow economy” comes 
from Gregory Grossman, “The ‘Shadow Economy’ 
in the Socialist Sectors of the USSR,” in CMEA 
Five Year Plans, by North Atlantic Treaty Organ- 
ization, pp. 99-115. 

39. Grossman, “ ‘Shadow Economy’ in the 
Socialist Sectors,” p. 108. 
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ment. Berliner’s informants from the 
1930s and 1940s describe similar strate- 
gies.49 However, there is evidence that as 
the East European economies grow more 
complex, production bottlenecks are 
increasing.4! This means that shadow 
economy behavior must be tolerated 
even more, even though “benign plan 
fulfillment” can easily be transformed 
into embezzlement and illicit production.” 


The underground factories 


Underground factories in the Soviet 
Union tend to specialize in small, simply 
manufactured, easily transportable and 
marketable consumer items such as 
“ladies underwear, meat pirozhiki, 
brooches made of a couple of plastic 
cherries or fashionably tailored artificial 
leather jackets.™“3 Numbering in the 
“tens of thousands,“4 they comprise 
mostly workshops producing high-de- 
mand consumer goods in moderate quan- 
tities. Underground factories normally 
coexist inside a state factory, using it as 
a cover to conceal the illicit use of 
supplies, funds, labor, transport, and 
distribution networks. While the state 
enterprise operates normally and achieves 
its plan, the surplus capacity is unoffi- 
cially used to manufacture additional 
goods. These may be identical or may 
differ slightly from the goods described 
in the official profile of the factory. 


40. Berliner, Factory and Manager in the 
USSR, idem, “The Informal Organization of the 
Soviet Firm,” Quarterly Journal of Economics, 
66(3):342-63 (Aug. 1952). 

41. Grossman, “ ‘Shadow Economy’ in the 
Socialist Sectors,” p. 115. 

42. Peter Wiles discusses the difference between 
“benign” and “malign plan fulfillment.” The terms 
are his. Wiles, “What We Still Don't Know.” 

43. Simis, USSR: The Corrupt Society, p. 
157. 

44. Ibid., p. 147. 
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Profits from the underground factory 
can only be partially invested. These 
second economy entrepreneurs may 
spend their profits as conspicuous con- 
sumption on big houses, vacations, cars, 
and feasts and to help offspring or 
godchildren pay their bribes to get good 
job placements or enter medical school. 

Many underground entrepreneurs are 
Jews, who have been denied avenues of 
social mobility in the universities, army, 
policy, or party apparatus.45 Many factor- 
ies are located in the USSR’s ethnic 
republics, where ethnicity serves as a 
mobilizing network and as a shield 
against controls. Considerable factory 
production costs go for bribing planners, 
inspectors, police, and even party offi- 
cials.46 Bribe expenses usually average 
15-20 percent of illicit earnings.*’ 

Take, for instance, Mars and Altman’s : 
study of an illicit biscuit factory in 
Soviet Georgia. The factory was inherited 
by two Jewish owners from their fathers; 
a third owner, a Gentile, was added 
later. The Gentile’s social network was 
important for keeping the factory safe. 
A hidden production of four times the 
quantity of biscuits allowed in their plan 
was being produced.‘® Excess capacity, 
was created by bribing planners and 
functionaries in those ministries that 
allocated the ingredients for biscuits. 
Additional ingredients were purchased 
from outside suppliers who themselves 


45. Ibid., p. 153. 

46. Simis writes that the “black” millionaire 
Laziashvili had an annual income of R10-12 
million and paid out R I million yearly to Georgian 
party officials, including the minister of internal 
affairs. Ibid., p. 166. See also “The ‘Black’ Mil- 
lions,” Radio Liberty Research, 179/177, 27 July 
1977, 

47. Simis, USSR: The Corrupt Society, p. 
166. 

48. Mars and Altman, Private Enterprise in 
the USSR, chap. 6. 
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may have been pilfering from their own 
factories. Packaging and labeling were 
carried out via links with a paper and 
printing plant. Workers were paid extra, 
but the full details were concealed from 
them. Distribution was always a key 
problem, since police watch all the main 
roads and can stop trucks to examine 
their bills of lading. Successful distribu- 
tion thus entailed bribes to virtually the 
entire police department of the region. 
The extra production was sold to retail- 
ers at a 15 percent discount off the 
‘normal wholesale price. Retail outlets 
sold the biscuits at official state prices 
and pocketed the income. 

At every stage, personal support net- 
works were necessary to ensure produc- 
tion and distribution and to cope with 
periodic crises. Anyone in a higher posi- 
tion in the second economy must have 
large networks of kin, friends, clients, or 
patrons. In the biscuit factory, the three 
owners had complementary networks: 
one had kin within the factory, one had 
friends and kin in other factories, and 
the third had a social network that 
included particularly important police 
officials. Combining these network link- 
ages and their entrepreneurial talents, 
the factory owners achieved a comfort- 
able profit. 


Private and illegal 
trade and services 


The second economy operates exten- 
sively both in socialist retail outlets and 
among legal private traders and service 
people. Quality goods are frequently 
held back by managers and warehouse 
attendants and allocated to friends or 


black marketeers. Only the remainder | 


reach the shop, where the salesclerk may 
hide more desirable goods under the 
counter. Via bribes or tips—or by virtue 


of friendship—the salesclerk sells the 
privilege to buy the item, which may 
cost more than the item itself. 

Legal private traders are often dis- 
criminated against by the state in the 
allocation of merchandise, as well as 
subject to high taxes and controls. Hence 
they are often forced to resort to illegal 
strategies such as selling contraband, 
defrauding customers, or skimming re- 
ceipts. Hungarian shopkeepers defraud 
their customers out of 8 billion forints 
each year. In Szczecin, Poland, 20 per- 
cent of all private entrepreneurs were 
convicted and fined for tax evasion in 
one year.*? Bribes to obtain supplies and 
protection money to controllers are part 
of normal business operations. A Polish 
study showed artisans admitting to have 
paid 12 percent of their turnover in 
bribes and having received 18 percent of 
their supplies from illegal sources.*° 

For East European consumers, the 
key to procuring anything in the second 
economy is to establish some kind of 
private relationship with the seller. 
Kenedi describes three possible bases 
for such a relationship: the cash pay- 
ment, bribe, or tip given when buyer and 
seller do not know each other and do not 
expect to have a long-term relationship; 
the mutual favors exchanged between 
friends and acquaintances in which ser- 
vices are exchanged reciprocally; and 
the wide-ranging social obligations 
founded on kinship and friendship in 


49. Aslund, “Private Enterprise in Poland, the 
GDR and Hungary,” p. 28. 

50. J. Urban, “Prywatna Inicjatywa” [Private 
mitiative], Zycie Gospodarcze, 22 Dec. 1968, cited 
in Aslund, “Private Enterprise in Poland, the 
GDR and Hungary.” The difference between the 
Polish and East German private traders’ problems 
is summarized by Aslund when he says that the 
Polish trader must pay a bribe to the supplier, 
whereas his East German counterpart need only 
give a tip—lapowki versus Trinkgeld. Ibid., p. 29. 
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which the exchange is permanently 
unbalanced.5! 

It is common for cash payments to 
develop into favors or favors to evolve 
into amore stable friendship. Friendship 
relations are more dependable and less 
risky, since no cash is passed around. In 
the East European situation, where so 
many goods and services are in short 
supply, there is a crucial need to establish 
wide-ranging socialexchange networks. 
Hence, the second economy brings to- 
gether widely disparate social categories: 
professors become friends with shoe 
šalespeople, engineers court butchers, 
and so forth.52 East European traditions 
of commensality and drinking help forge 
and solidify these relations, especially 
where certain foods and beverages are 
themselves difficult to obtain. In Ro- 
mania, for example, offering a guest a 
cup of coffee is not just a sign of 
hospitality but an indication that one 
has the networks to procure coffee and 
may also be willing to share them.5? 

‘In the East European second econ- 
omy, who one knows is more important 
than the money one has. Those who 
stand in line for coffee, theater tickets, 
or bureaucratic permits may have the 


51. On the establishment and maintenance of 
such personal relations, see especially Kenedi, Do 
It Yourself; Wedel, Private Poland; Mars and 
Altman, Private Enterprise in the USSR; idem, 
“Cultural Bases of Soviet Georgia's”; Sampson, 
“Rich Families and Poor Collectives” idem, “Infor- 
mal Sector in Eastern Europe.” 

52. On the role of friendship in Eastern Eu- 
rope, see Sampson, “Informal Sector in Eastern 
Europe”; Vladimir Shlapentokh, Love, Marriage 
and Friendship in the Soviet Union (New York: 
Praeger, 1985). 

53. On food and drink symbolism in Eastern 
Europe, see Charlotte Chase, “Symbolism of 
Food Shortage in Current Polish Politics,” Anthro- 


- pological Quarterly, 56(2):76-82 (Apr. 1983); East 


European Quarterly, 18(4), Special Issue on Al- 
cohol in Eastern Europe (1985). 
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requisite cash but are without the neces- 
sary social connections. Those with stra- 
tegically placed kin, friends, colleagues, 
clients, and patrons can bypass the lines. 

Such private arrangements attest to 
the inventiveness of many East Euro- 
peans, but these also demand time, 
energy, and exasperation and create 
obligations that cannot always be ful- 
filled. There are winners and losers. The 
losers are those who lack the money, the 
connections, and/or the ability to turn 
their official job into an unofficial source 
of income. ) 

Finally, space does not permit a discus- 
sion of the hard currency shops to which 
most East Europeans—Poles excep- 
ted—are denied access. In some coun- 
tries, payment in Western currency or 
goods from these shops competes with 
payment in local currency. In Romania, 
Western cigarettes, particularly Kent, 
function as a currency of the country’s 
second economy. Available only in the 
hard currency shops, they are procured 
via special relations with foreign tourists 
or students, with diplomats, or via family 
visiting from abroad. Like money, Kents 
are anonymous, divisible, and relatively 
long lasting. They can even be counter- 
feited by stuffing empty packs with 
Romanian cigarettes! 


STRUCTURAL AND 
CULTURAL VARIATIONS 


East European second economies vary 
from country to country. These varia- 
tions are based on specific interactions 
between structural, cultural, and histori- 
cal factors. 

Taking structural factors first, it ap- 
pears that second economies will tend to 
be more extensive in those countries 
where (1) there is a large private sector, 
as in Poland and Hungary; (2) where the 
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rural populations are relatively large, as 
in Poland, the Balkans, and the USSR; 
(3) where the official economy is less 
effective due to the predominance of 
“reds” over experts, resulting in irra- 
tional planning policies, as in Albania, 
Romania, the USSR, and Bulgaria; (4) 
where the regime has not resolved basic 
problems of distributing food and con- 
sumer goods, as in Romania, Poland, 
and the USSR; (5) where foreign influ- 
ences, tourism, and Western currency 
are more extensive, as in Poland, Hun- 
gary, the Baltic states, and the German 
Democratic Republic; and (6) where the 
control organs are less effective due 
either to laxity at the center, as in 
Poland and Hungary, or to resistance of 
a hostile periphery or ethnic minority. 
This resistance occurs in the non-Russian 
republics, the less urbanized Balkans, 
and minority areas throughout Eastern 
Europe, such as Kosovo and Transyl- 
vania, and among Gypsies, Jews, Ar- 
menians, Volga Germans, and so forth.* 

These structural factors give each 
socialist state a different type of second 
economy, even though their relative 
sizes—as a proportion of gross national 
product—might be similar. 

The structural variables cited operate 
in the cultural-historical context of each 
society. Cultural factors are manifest as 
specific cultural behaviors, value orienta- 
tions, or institutions especially conducive 
to second economy production, ex- 
change, or consumption or compatible 
with the kinds of informal social net- 
works on which the second economy is 
based. 


54. A preliminary attempt to deal with the 
ethnic nature of the second economy in Yugoslavia 
has been carried out by Vjeran Katunaric, “The 
Socioethnic Nature of the Hidden Economy” 
(Manuscript, Department of Sociology, University 
of Zagreb, 1984). 


Some cultural behaviors conducive 
to the second economy are those that 
stress conspicuous display as indicators 


_ of personal prestige: skills in the ability 


to fast-talk bureaucrats or police; in 
squeezing favors or obligations out of 
people who are in high positions; in 
establishing patron-client or friendship 
networks with wide-ranging groups of 
people; and in publicly expressing one’s 
linkages to others via gift giving, social 
togetherness, commensality, or alcohol 
use. 

Cultural values compatible with an 
extensive second economy at least in the 
Soviet Union and the Eastern bloc coun- 
tries are those that prioritize primary 
kin affiliations over allegiance to formal 
institutions like workplace, party, trade 
union, or state. Where nepotism is a 
moral duty and “faith in the state” is 
low, there will be little moral disapproval 
in appropriating state resources for pri- 
vate ends. As Kenedisays, “We must not 
allow the state to wither away. It’s the 
only one we have. And if there were no 
such thing as the state, it would have to 
be invented.”55 In addition, societies 
that place a high value on personal 
honor and risk-taking behavior to prove 
one’s honor will also be compatible with 
second economy behavior. Georgia and 
Soviet Central Asia are very much kin 
based, “honor and shame” societies,*6 
Poland and Romania are notable for 
their lack of any “faith in the state.”5” 

Finally, there are cultural institutions 


55. Kenedi, Do It Yourself, p. 57. 

56. Mars and Altman, Private Enterprise in 
the USSR; idem, “Cultural Bases of Soviet 
Georgia’s”; idem, “Cultural Bases of Soviet Cen- 
tral Asia’s.” 

57. Sampson, “Rich Families and Poor Collec- 
tives”; idem, “Informa! Sector in Eastern Europe” 
Korbonski, “ ‘Second Economy’ in Poland™ We- 
del, Private Poland. 
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such as having large families, clan sys- 
tems, godparenthood, ritual friendship, 
and feasting that help to form social 
networks of deep obligations based on 
long-term trust. Large networks, obliga- 
tions, and trust are keys to success in any 
second economy. They can help to pro- 
cure money, whereas money cannot 
always procure obligations and trust. 
Large family traditions are obvious facili- 
tators. An Uzbek or Kazakh—from 
Soviet Central Asia—with six siblings 
has available to him the networks of a 
dozen cousins and six other in-laws and 
their networks. 

Since cultural and structural factors 
interact over time, historical factors also 
determine the nature of the second econ- 
omy in each East European society. 
Poland’s second economy seems to have 
achieved a head start as a result of the 
Nazi occupation.*8 Many anti-Nazi 
patterns regarding the importance of 
informal connections and suspicion of 
higher authority were continued under 
the Soviet occupation. In Romania, the 
nepotism and bribery that developed 
during the Ottoman occupation have 
continued today as patterns of deference 
to authority, misrepresentation, bribes, 
gifts to local elites, and the overt nepotism 
of General Secretary Ceausescu, whose 
wife, children, brothers, and in-laws 
occupy high party and state posts. 

The existence of historical precedents 


58. Korbonski writes, “The fifteen-year period 
spanning the wartime German occupation, the 
postwar Communist takeover, and the Stalinist 
era was accompanied by the presence of adynamic 
paralle] market.” This has meant that “Poland, 
most likely ahead of the other East European 
countries, became a good example of the coex- 
istence of two socioeconomic systems: the pays 
legal and the pays reel.” Korbonski, “ ‘Second 
Economy’ in Poland,” pp. 8-9. This same continuity 
argument is stressed as well in Wedel, Private 
Poland. 
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does not mean that East Germany, 
Hungary, or Czechoslovakia could not: 
develop Georgian or Balkan cultural 
patterns. Political oppression and eco- 
nomic mismanagement could easily stim- 
ulate them. Hence a Soviet émigré 
sociologist has bemoaned the gradual 
Georgianization of Soviet society.°° 

We should not be surprised to see 
cultural factors achieving their own 
momentum such that they aggravate 
preexisting structural inadequacies. This 
has clearly been the case in the USSR, 
Poland, and the Balkans. ' 


ORIGINS, CAUSES, 
AND EFFECTS 


While some second economy activities 
are intrinsic to socialist economies and 
can be found in the earliest accounts of 
Stalinist industrialization, most analysts 
maintain that they have blossomed in 
the last 10-15 years. There are several 
reasons for this: the proletarianization 
of farmers and housewives and their 
integration into large-scale collective 
farms or factories; the spread of large . 
workplaces to outlying republics and. 
rural areas; urbanization, foreign influ- 
ences, and rising consumer aspirations 
that have not been met by the state 


59. Shlapentokh, Love, Marriage and Friend- 
ship, p. 213. 

60. Cf. Grossman, “Second Economy of the 
USSR,” pp. 31, 36-37; idem, “Notes on the Illegal 
Private Economy,” p. 46; idem, “ ‘Shadow Econ- 
omy’ in the Socialist Sectors,” p. 113; Brezinski, 
“Second Economies in Eastern Europe,” p. 8; 
idem, “Second Economy in the Soviet Union,” p. 
367; Kroncher, “CMEA Productive and Service 
Sector,” p. 195; George Schöpflin, “Corruption, 
Informalism and Irregularity in Eastern Europe: 
A Political Analysis,” Südosteuropa, 34(4):210 
(1985); Dieter Cassel and E. Ulrich Cichy, “Explain- 
ing the Growing Shadow Economy in East and 
West: A Comparative Systems Approach,” Com- 
parative Economic Studies, 28(1):34 (Spring 1968). 
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sector; the-decline of terror as a control 
mechanism; the population’s increasing 
disrespect for state institutions as the 
institutions show themselves perma- 
nently unable to meet basic needs for 
housing, goods, and services; and the 
increasing degree of sophistication in 
second economy strategies, replacing 
simple bribes with intricate networks of 
friendship and exchange.®! 

Why do East Europeans use so much 
of their time and energy and put them- 


selves at such great risk to pursue second < 


economy activity? Clearly, the manifest 
reason is that people want to make more 
money and managers want to fulfill the 
plan. Yet these human motives have 
political, economic, and sociocultural 
foundations. | 

East European economies are politi- 
cized economies. A wide range of eco- 
nomic decisions are made by political 
organs. The political priorities that lie in 
the plan, the priority of heavy over light 
industry, production over consumption, 
industry over services, all generate politi- 
cal responses. Strikes, protests, and riots 
are one type of response. The second 
economy is another. 

The immediate economic cause of the 
second economy is the shortage of desired 
goods and services. The underlying cause 
of these shortages is the shortage of la- 
bor. Workers hold back their labor in 
the first economy in order to use it for 
consumption—standing in line; lei- 
sure-—-or for moonlighting. 


61, Janos Kenedi summarizes this trend: “It’s 
not enough to know how to read between the 
lines-—one has to squeeze through them.” Kenedi, 
Do It Yourself, p. 97. 

62. This statement is supported not only by 
virtually all Western journalistic accounts but by 
East European émigrés in the West who are 
amazed at the intensity of labor in most Western 
factories. Istvan Gabor has stressed “labor with- 
holding” as the key to understanding the second 
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These structural causes feed into the 
East Europeans’ feelings of estrangement 
from their workplaces, institutions, and 
the bureaucracy. Workplaces remain 
institutions to be exploited—“them”— 
rather than collective property to be 
safeguarded. The pervasive attitude that 
“everybody is doing it” and that the 
elites are getting their own special fringe 
benefits—what might be called the third 
economy—creates a moral atmosphere 
that makes it natural to resort to second 
economy strategies. 

The second economy clearly has a lu- 
bricating effect insofar as it helps supply 
goods and services that the formal econ- 
omy does not. In its shadow form, it 
provides the “baling wire and chewing 
gum” that keep the socialist enterprises 
from breaking down completely.® 

In adding extra incomes and raising 
living standards, the second economy 
also functions as a social mollifier.™ 
Resentment at the privileges of the elite 
is ameliorated by the masses’ petty 
swindling, bribes, and moonlighting. 
Outlying republics or ethnic groups at- 
tain living standards in the second econ- 
omy that surpass those of Moscow or 


economy. Moreover, he cites several Hungarian 


studies where between 75 and 98 percent of the 
workers stated that they could be working harder. 
Moreover, low work intensity also leads to “neg- 
ligent and indolent work, ‘notorious’ absenteeism, 
being late, frequent changing of workplaces, arbi- 
trary shortening of worktime,” and so forth. With 
labor withholding as the norm, workers earn extra 
money either by working overtime or in the second 
economy. See Gabor, “Second (Secondary) Econ- 
omy,” p. 296. 

63. O’Hearn, “Consumer Second Economy,” 
p. 231. As Grossman, Brezinski, Gabor, and 
Cassel and Cichy have all stated, the second 
economy is itself a kind of surrogate reform, 
insofar as what was once illegal is now tolerated. 
' 64. The term “social mollifier” is used by 
Cassel and Cichy, “Explaining the Growing of the 
Shadow Economy,” p. 34. 
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Leningrad. Instead of protesting, people 
find individual solutions. This may ex- 
plain why some of the officially low- 
paid groups in these societies, such as 
peasants and service workers, are so 
politically passive: their second economy 
incomes make up for it.% 

Yet the lubricating and mollifying 
functions are offset by its corrosive 
function. By stealing labor time, mate- 
rials, or funds from the first economy, 
the second economy makes the formal 
system even more inefficient than it is 
already. Labor is wasted, goods are 
shoddy, and no one really seems to care. 
Inside the enterprises, extra-plan impro- 
visation covers up for the fundamental 
deficiencies of central planning. 

Moreover, the constant swindling of 
the state perpetuates a moral gap between 
individuals and institutions. The “us”- 
“them” dichotomy or “underground soci- 
ety” rhetoric may sound romantic, but 
the reality of the second economy is 
inequality, exploitation, and a lack of 
solidarity among those not part of the 
social networks. People are expected to 
defraud each other, lie to each other, 
falsify statistics, and misrepresent them- 


65. By contrast, workers in heavy industry, 
often in large homogeneous towns, are heavily 
dependent on state supplies via shops or direct 
deliveries to the factory. When these supplies 
fail—as occurred in Poland—the second economy 
channels are only of limited usefulness. Hence the 
only alternative is political action. See John 
Montias, “Economic Conditions and Political 
Instability in Communist Countries: Observations 
on Strikes, Riots and Other Disturbances,” Studies 
in Comparative Communism, 13(3):283-301 (Fall 
1980); Ole Norgaard and Steven Sampson, “Po- 
land’s Crisis and East European Socialism,” 
Theory and Society, 13(4):773-99 (1984). 

66. Cf. Kemeny, “Unregistered Economy in 
Hungary,” p. 363; Kemeny speaks of “an under- 
ground country.” See also Elemer Hankiss, “The 
Second Society” (Manuscript, Institute of Sociol- 
ogy, Hungarian Academy of Sciences, 1986). 


selves in public encounters. People are 
kept off balance by the paradox of 
pervasive shortage and by the fact that 
nothing is every totally unavailable. 
There are always success stories of people 
who got hold of the seemingly unobtain- 
able item—from an American record 
album to an exit visa. Hence people 
blame themselves if they cannot get hold 
of a desired commodity: they simply are ' 
not smart enough. 

Due to the political, economic, and 
moral effects of the second economy, 
society degenerates into competing 
bands. 


t 


CONCLUSION: CAN THE 
SECOND ECONOMY 
BE REFORMED? 


Each new second economy scandal 
brings renewed calls for “strengthening 
ideological training” and “perfecting the 
organs of control.” To this Mikhail 
Gorbachev has added a policy of “open- 
ness” (glasnost) in revealing instances of 
corruption and second economy activi- 
ties. Yet a genuine solution to the corro- 
sive aspects of the second economy must 
attack it at its political, economic, and 
sociocultural roots. Ideological exhorta- 
tions, propaganda, threats of more con- 
trol, and revelations of scandals in this 
or that enterprise or republic are not 
directed toward these roots. This is why 
they invariably do not work. 

One step toward reducing the second 
economy’s corrosive effects with respect 
to societal integration would be to legal- 
ize certain forms of second economy 
entrepreneurship now illegal and to give 
the private sector priority equal to that 
of the socialist sector in allocations, 
support, and expertise. To date, the East 
European regimes have largely tolerated 
the private sector, typically leaving it to 
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fend for itself, often illegally. 

A second solution must attack the 
problematic nature of the first economy. 
Since one cause of first economy ineffi- 
ciency is lack of information due to the 
population’s general lack of interest, 
some ways of stimulating workers’ alle- 
giance to these institutions might be 
sought. The easiest way would be to 
‘institute a form of genuine workers’ 
control, a. key demand in the Polish 
labor movement. Workers’ control over 
both plan formulation and the profits 
that accrue from it might stimulate 
attitudes in which pilferage would be 
discouraged. 

Of course, both these solutions touch 
on the sacrosanct leading role of the 
party in economic decision making. Just 
as the second economy is a political 
reaction, these solutions are also politi- 
cal ones. 

As it stands today, East Europeans 
continue to cultivate their metaphorical 
private plots, squeezing every last bit of 
value from them whether it be legally or 
illegally. Peasants who sell their sacks of 
vegetables at the market, workers who 
pilfer parts from the factory, truck driv- 
ers who sell state gasoline, bureaucrats 
who arrange residence permits to Mos- 
cow, the Romanian kiosk woman who 
rents out her sole copy of Newsweek by 
the hour to the locals, all are cultivating 
their private plots. Anticorruption cam- 
paigns and control measures cannot 


eliminate “personal plot socialism.” 
They are not intended to. Rather, their 
scope is to reset the boundaries of how 
much private activity is tolerated, how 
much in the way of materials can be 
pilfered, how much state labor time can 
be used for personal needs. 

Real efforts to eliminate the personal 
plot would only produce more problems 
for the first economy and a politically 
volatile populace. Here the Hungarian 
solution seems to offer a probable course 
of action for other East European re- 
gimes. Encouraged by the state to take 
second jobs and set up private busi- 
nesses, each Hungarian citizen now has 
the right to work 16 hours per day. If 
someone cannot attain the good things 
in life, they now have only themselves to 
blame. Socialism, once a reaction to the 
capitalists’ lengthening of the working 
day, has now found in it a solution to its 
own problems. 

Legitimating the second economy in 
this way only covers up its political, 
economic, and moral roots. Such re- 
forms bode ill for the first economy. The 
history of socialist Eastern Europe shows 
that economic difficulties produce politi- 
cal aftershocks. The institutionalization 
of personal-plot socialism will be no 
exception. 


67. See my review of Timofeev’s Soviet Peas- 
ants in Telos, no. 68, pp. 114-17 (Summer 1986), 
for a fuller exposition of “personal plot socialism.” 
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The Political Economy of 
Informal Economies 


By STUART HENRY 


ABSTRACT: This article considers the mutual interrelationship between 
informal economies and the wider political economy of capitalism. Four 
dimensions are discussed: (1) the generation of informal economies as a 
paradoxical outcome of distinguishing them from capitalism; (2) the 
support given by capitalism and reciprocated by informal economies that 
enables each to gain strength from their similarities; (3) the opposition to 
informal economies that is reflected back on the wider economy; and (4) 
the destruction capitalism inflicts as it attempts to colonize and co-opt 
informal economies and the simultaneous transformation of capitalism 
that occurs with their absorption into the wider structure. The article 
argues that as a result of these complex interrelations, the development of, 
and intervention in, informal economies is neither simple nor linear. 
Failure to take these relations into account can lead to policy and its 
implementation that produce many unforeseen outcomes. 
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NY consideration of informal eco- 

nomic activity, however much that 
is concealed from the management of 
the state, will be incomplete if account is 
not taken of the wider structural context 
in which the activity is set. Just as it was 
a mistake for the study of political 
economy to become divorced from the 
study of households,! so the relatively 
recent study of the underground, irregu- 
lar, and hidden economies would be 
seriously flawed if it ignored their inter- 
connectedness to the wider scciety. The 
political economy of informal sconomies 
conceives of the face-to-face informal 
economic activities that go on in house- 
holds and in informal social networks in 
relation to the broad macro-features of 
the political and economic system of 
capitalism. 

It is important to recognize, however, 
that this interconnectedness between in- 
formal economies and the wider capital- 
ist structure is not one-way. In this 
article I shall attempt to demonstrate 
that not only do informal economies 
emerge from the contradictions of capi- 
talism, but they are simultaneously sup- 
portive and undermining of capitalism, 
as that system is of them. Put simply, 
informal economies both are shaped by 
and shape the wider political economy 
in which they are set. Moreover, this is 
also true for global capitalism’s relation- 
ship with Third World informal sector 
employment? and for socialist second 


1. Siegwart Lindenberg, “An Assessment of 
the New Political Economy: Its Potential for the 
Social Sciences and for Sociology in Particular,” 
Sociological Theory, 3:99-114 (1985). 

2. Chris Gerry, “Developing Economies and 
. the Informal Sector in Historical Perspective,” 
this issue of The Annals of the American Academy 
of Political and Social Science. See also Ray 
Bromley and Chris Gerry, eds., Casual Work and 
Poverty in Third World Cities (New York: John 
Wiley, 1979); Priscilla Connolly, “The Politics of 
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economies in their relationship with the 
state planned economy.? 


CAPITALISM AND ITS COMPONENT 
INFORMAL ECONOMIES 


I take the view that the political 
economy of Western capitalism, rather 
than being a unified whole dominated 
by acapitalist free market economy and 
a facilitative state, is much more fragmen- 
tary and contradictory. As I have argued 
elsewhere,4 Western industrial societies 
are multiplex economies containing a 
range of qualitatively different, con- 
flicting, and coalescing subeconomies 
under the overarching domination of 
capitalism. These constituent economies 
of capitalism are not discrete or separate 
entities but are overlapping and interre- 
lated, each with its own discernible 
identity, each also sharing features in 
common with the wider structure of 
which it is a part. For these reasons it is 
very difficult to be precise about where 
the boundaries of one subeconomy end 
and those of another begin. 

I take the term “informal economies” 
to be the generic term for the range of 


the Informal Sector: A Critique,” in Beyond 


Employment, ed. Nanneke Redclift and Enzo 
Mingione (New York: Basil Blackwell, 1985). 

3. Steven L. Sampson, “The Second Economy 
of the Soviet Union and Eastern Europe,” this 
issue of The Annals of the American Academy of 
Political and Social Science. 

4. Stuart Henry, ed., Informal Institutions 
(New York: St. Martin’s Press, 1981); idem, “The 
Working Unemployed: Perspectives on the Infor- 
mal Economy and Unemployment,” Sociological 
Review, 30:460-77 (1982), idem, “Can the Hidden 
Economy Be Revolutionary? Towards a Dialec- 
tical Analysis of the Relations between Formal 
and Informal Economics,” mimeographed (Nor- 
folk, VA: Old Dominion University, Department 
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overlapping subeconomies that are not 
taken into account by formal measures 
of economic activity. Although this term 
is a relatively arbitrary choice, it seems 
to be the least emotive or value laden of 
those available. It should not, however, 
be taken to mean that the regular econ- 
omy of capitalism is wholly formal, but 
that informality is the predominant char- 
acteristic of the economies that we are 
considering here. 

Defining and classifying what counts 
as informal economies is further compli- 
cated because those who define and 
construct taxonomies: are themselves 
selecting criteria based on their own 
structural position and interests. Indeed; 
this problem is reflected in the profusion 
of names that informal economies have 
attracted. As Carol Carson has ob- 
served, in addition to the catchy titles of 
“underground,” “unobserved,” and “hid- 
den,” these activities have been de- 
scribed as 


cash, black, unofficial, informal, irregular, 
unrecorded, moonlight, twilight, gray, sha- 
dow, subterranean, marginal, dual, second, 
parallel and illegal. The choice of names 
sometimes reflects an author’s point of view: 
foremployment, moonlight; for tax adminis- 
tration, unreported; for law enforcement, 
illegal. Some authors have drawn distinctions 
among the names according to the activities 
they intend to cover. Others, although, they 
have used different names, do not appear to 
have different coverage. In summary, a gener- 
ally accepted taxonomy has not yet emerged.°® 


5. Also it is important to recognize that 
although it is often referred to in the singular, we 
are clearly talking about a number of interrelated 


_ subeconomies; hence I prefer the term in the 


plural. 

6. Carol S. Carson, “The Underground Econ- 
omy: An Introduction,” Survey of Current Busi- 
ness, p. 21 (May 1984). 


Accepting this position could be grounds 
for dodging the issue of definition and 
classification. However, to do so would 
be unhelpful, if only because the default 
position is likely to be one of assuming 
market economic assumptions and mo- 
tives that, as Gaughan and Ferman 
point out,’ and as I have demonstrated 
elsewhere, ® are often a highly inappropri- 
ate description of much- of the activity 
with which we are dealing. 

Any all-encompassing description of 
the activity is bound to fail to convince. 
In part, this is because it will clash with 
ethnographic and participant accounts 
steeped in their own unique experience. 
In part it is because it will challenge 
observers’ carefully constructed abstract 
categories, and in part it is because the 
very diversity of these subeconomies 
defies generalization. In commenting on 
the conceptual confusion resulting from 
lumping together a diverse range of 
informal activity including domestic do- 
it-yourself work, consumption and lei- 
sure-time activities, black labor, tax 
evasion, smuggling, alternative com- 
munal projects, self-help, and mutual 
aid, it is little wonder that Joseph Huber 
is moved to exclaim that “the result is 
conceptual ‘tuttifruitti’? which leads to 
political hodgepodge, if it leads anywhere 
at all.”9 

What these diverse activities have in 
common is certainly difficult to describe 


7. Joseph P. Gaughan and Louis A. Ferman, 
“Toward an Understanding of the Informal Econ- 
omy,” this issue of The Annals of the American 
Academy of Political and Social Science. See also 
Louis A. Ferman and Louise E. Berndt, “The 


. Irregular Economy,” in Informal Institutions, ed. 


Henry. 

8. See Stuart Henry, The Hidden Economy 
(Oxford: Martin Robertson, 1978). 

9. Joseph Huber, “Conceptions of the Dual 
Economy,” Technological Forecasting and Social 
Change, 27:65 (1985). 
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without first specifying the total societal 
context. Under socialist states, for ex- 
ample, informal economies often have 
more in common with capitalist free 
market activities than with the com- 
munal forms that these activities some- 
times take under capitalism.!° For ad- 
vanced Western capitalist sacieties in 
times of relatively full employment, infor- 
mal economies seem to share the fol- 
lowing characteristics. They are (1) con- 
cealed from the state accounting system 
and are largely unregistered by its eco- 
nomic and criminal measurement tech- 
niques; (2) small scale; (3) labor inten- 
sive, requiring little capital; and (4) 
locally based, with trading taking place 
through face-to-face relationships be- 
tween friends, relatives, or acquaintances 
in a limited geographical area. Beyond 
this, characteristics such as whether altru- 
istic or avaricious, autonomous or para- 
sitic, legal or illegal, using cash or using 
kind as a medium of exchange are 
generally less applicable. These are, in 
fact, criteria used by commentators to 
distinguish different constituent subecon- 
omies. 

Of the variety of classification schemes 
available in the literature!! J shall adapt 
that used by Gaughan and Ferman in 
this volume and based on Sahlins’s 
seminal work in economic anthropol- 
ogy.'2 Sahlins’ analytical framework 
distinguishes exchange in any society on 


10. Sampson, “Second Economy af the Soviet 
Union”; Istvan R. Gabor, “The Major Domains of 
the Second Economy in Hungary” (Paper delivered 
at “The Informal Economy: Social Conflicts and 
the Future of Industrial Societies,” First World 
Conference on the Informal Economy, Rome, 
Nov. 1982). 

11. For a discussion of these, see Henry, 
“Working Unemployed”, Huber, “Conceptions of 
the Dual Economy.” 

12. Marshall Sahlins, Stone Age Economics 
(Chicago: Aldine-Atherton, 1972). 
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the basis of the extent to which reciproc- 
ity is a central organizing principle. This 
produces three basic kinds of exchange: 
(1) intimate, which is governed by the 
principles of generalized altruistic re- 
ciprocity and takes place among close 
friends, relatives, and socially recognized 
kin; (2) associational, which is governed 
by the principle of balanced reciprocity 
and takes place among friends and neigh- 
bors who are members of a loose-knit 
social network; and (3) entrepreneurial, 
which is governed by the ‘principle of 
negative reciprocity, self-interest, or 
avarice and takes place largely among 
strangers. !3 

Each of these kinds of exchange can 
be considered on a vertical plane as 
differing depths or levels overlapping 
with each other as one moves from 


_ altruistic reciprocity among intimates to 


¢ 


negative reciprocity among strangers. 
At the same time each basic kind of 
exchange is more or less present in the 
variety of informal economies that we 
can consider on a’ horizontal plane.!4 
For example, the social or communal 
economy is mainly characterized by the 
intimate type of exchange.!5 The do- 


13. These terms are derived from the work of 
Sahlins and Thompson; for discussion, see 
Gaughan and Ferman, “Toward an Understand- 
ing”; sec also Robin Cantor, Stuart Henry, and 
Steve Rayner, Markets, Distribution and Ex- 
change after Societal Cataclysm (Oak Ridge, TN: 
Oak Ridge National Laboratory, 1987). 

14. Asimilar analytical framework was devel- 
oped by Georges Gurvitch for analyzing the 
varieties of law, each of which could exist at 
different levels of formality or informality. See 
Georges Gurvitch, The Sociology of Law (Boston: 
Routledge & Kegan Paul, 1947). 

15. Carol B. Stack, All Our Kin: Strategies for 
Survival in a Black Community (New York: 
Harper & Row, 1974); Martin Lowenthal, “The 
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mestic or household economy, while 
characterized by intimate exchange, also 
has elements both associational and, as 
many critics of patriarchy have argued, 
entrepreneurial !6 The irregular economy 


is more typically found to be associa- . 


tional and entrepreneurial in character, 
although it too has aspects of intimate 
exchange. !? The hidden economy is also 
largely associational with elements both 
intimate and entrepreneurial,!® but it 
can operate with a high level of entrepre- 
neurial exchange! such that it approxi- 
mates the extreme end of avariciousness 
found to be typical of criminal economies 
of trade in stolen goods, prostitution, 
drugs, and gambling.” 

While it is possible to break these 
informal economies down into their 
own constituent subeconomies, to do so 
becomes cumbersome and needlessly 
complex. Moreover, it forces us to 
choose between observer-based and par- 
ticipant-based criteria with insufficient 
data on which to base.a decision. For the 


16. This is why the feminist writers often opt 
for the phrase “domestic labor” or “hidden labor.” 
See, for éxample, Jane Taylor, “Hidden Labour 
and the National Health Servicé,” in Prospects for 
the National Health, ed. Paul Atkinson et al. 
(London: Croom Helm, 1979). 

17. Ferman and Berndt, “Irregular Economy”, 
Leslie M. Dow, “High Weeds in Detroit,” Urban 
Anthropology, 6:111-28 (1977). 

18. Henry, Hidden Economy; Gerald Mars, 


Cheats at Work: An Anthropology of Workplace . 
Crime (London: George Allen & Unwin, 1982). — 


19. Jason Ditton, Part-time Crime: An Ethnog- 
raphy of Fiddling and Pilferage (New York: 
Macmillan, 1977). 

20. It is worth mentioning here that even 
regular economy market exchange can be inter- 
spersed with intimate exchange-——see, for example, 
Harvey A. Faberman and Eugene A. Weinstein, 
“Personalization in Lower Class Consumer Interac- 
tion,” Social Problems, 17:499-57 (1970)—and 
under imperfect competition, or monopoly, is 
characterized as much by avaricious exchange as 
are criminal economies. 
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purpose of the following discussion, 


therefore, I shall simply describe the 
activity and indicate the term that has 
typically been applied to it as this be- 
comes relevant to the discussion of the 
interrelationship between constituent 
subeconomies and the wider social struc- 
ture. 

The first two dimensions of the interre- 
lationship between these informal econ- 
omies and the wider societal structure I 
shall consider are those of mutual sup- 
port. I shall show that support occurs 
either (1) because of the strain toward 
separation that emerges as the regular 
economy of capitalism is growing and 
being established as the primary econ- 
omy; or (2) because the wider capitalist 
economy coalesces with informal econ- 
omies, exploiting, co-opting, and coloniz- 
ing them as it transforms them into its 
own likeness. I will then go on to 
consider the mutual relations of opposi- 
tion” between informal economies and 
the wider structure. 


THE PARADOX OF SUPPORT 
THROUGH OPPOSITION 


Support through opposition means 
that in distinguishing the overarching 
structure of capitalism from that which 
it is not, proponents inadvertently create 
counter structures. These take the form 


‘of subeconomies that are based on ex- 


change structures that have been excluded 
from the capitalist system. Simul- 
taneously, proponents of the subecono- 
mies, in elaborating their own activities’ 
differences from the wider system, help 
support its clarification. 

As early capitalism emerged from 
feudalism, definitions and boundaries 
were created to establish bourgeois legal- 
ity. The newly emerging capitalist society 
changed what had previously been accep- 
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table practices, such as payments in 
kind, into illegal activity, parasitic on 
‘the development of capitalism. Jason 
Ditton, for example, has argued that the 
extended package of common rights 
enjoyed by feudal tenants had made a 
major contribution to household budgets 
but that these were stripped away by the 
eighteenth-century Acts of Enclosure.?! 
Wood gathering, game rights, and 
grazing rights became the crimes of 
wood theft, poaching, and trespassing.” 
This was not a sudden event but one that 
took place at different rates and to 
differing degrees in different parts of the 
country. John Styles has shown that 
workers in the newly founded manufac- 
turing industries of late-seventeenth- and 
eighteenth-century England constantly 
borrowed, bartered, and sold small quan- 
tities of materials among themselves and 
that “the boundaries between legitimate 
dealing of this kind, receiving embezzled 
goods and even receiving goods stolen 
by outsiders from workshops and ware- 
houses were not always well defined and 
were disregarded by many.” Criminal- 
ization of the consumption of a part of 
one’s daily labor was redefined in con- 
junction with capitalist development of 
the factory to become employee theft 
and embezzlement; the trading of em- 
bezzled goods came to constitute a hid- 
den economy. 


21. Jason. Ditton, “Perks, Pilferage and the 
Fiddle: The Historical Structure of Invisible 
Wages,” Theory and Society, 4:39-71 (1977). 

22. Douglas Hay et al, Albion's Fatal Tree: 
Crime and Society in Eighteenth Century England 
(Harmondsworth: Allen Lane, 1975); E. P. Thomp- 
son, Whigs and Hunters (Harmondsworth: Allen 
Lane, 1975). 

23. John Styles, “Embezzlement, Industry and 
the Law in England, 500-1800,” in Manufacture in 
Town and Country before the Factory, ed. Maxine 
Berg et al. (New York: Cambridge University 
Press, 1983), p. 179. 


Again, it must be. pointed out that 
although the right to enjoy the direct 
products of labor was denied and the 
activities of those who continued this 
practice were seen as parasitic on the 
wider host economy, this was not a total 
transformation but one of emphasis and 
definition. Styles reasons that workers 
were prepared to argue for their right to 
previously recognized perquisites against 
campaigns by employers to redefine 
them as frauds through the creation of 
laws. But, he says, 


it would be wrong to imagine that such 
attacks [by employers] always brought about 
a once-and-for-all transformation of this 
component of a worker’s income, or were 
intended todoso.... Indeed, most employers 
appear to have been decidedly unwilling to 
eradicate perquisites permanently, despite 
the insistence by some modern historians 
that this was one of the “main tasks” of 
capitalist development. 


As will be seen when I examine the 
supportive relations between capitalism 
and informal economies, there are good 
reasons why employers wish to retain an 
element of the hidden economy. 

It is important to recognize, then, 
that informal economies can be trans- 
formed by redefinition from activity 
that was previously no more than inno- 
cent trading into a criminal enterprise. 
Although some of the original substance 
of the activity may remain—in the case 
of the hidden economy the original 
substance is that of an intimate and 
associational network of exchange— 
this interpretation is publicly sup- 
pressed, and the illegality and corres- 
ponding avaricious motives are drawn 
out as the significant dimension. As 
Ditton defines it, the hidden economy is 
seen as “the sub-commercial movement 


24. Ibid., pp. 204-5. 
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of materials and finance, together with 
the systematic concealment of that pro- 
cess for illegal gain . . . a microscopic 
wry reflection on the visible economic 
structure upon which it parasitically 
feeds, ”25 

However, in its very drawing of bound- 
aries, capitalism is signifying areas that 
may be more attractive to those dissatis- 
fied with the existing system and it is 
also providing the grounds justifying 
participation in the hidden economy. As 
David Matza has observed, “The crim- 
inal law, more so than any comparable 
system of norms, acknowledges and states 
the principled grounds under which an 
actor may claim exemption: The law con- 
tains the seeds of its own neutraliza- 
tion. ”%6 

In addition, the banning of behaviors 
provides the conditions of what first 
Wilkins. and then Young describe as 
“deviancy amplification.”2?7 Amplifica- 
tion occurs when those who publicly 
condemn and react to behavior that is 
deemed unacceptable exaggerate its neg- 
ative aspects. Distorted presentation, 


such as negatively labeling informal - 


economies as black, underground, hid- 
den, secret, nether, and so on, creates a 
new situation for participants, who are 
then forced to respond by concealing 
other related information and practices. 
This secrecy brings new deviant solu- 
tions, increased contact with other ex- 
cluded groups, and further reaction by 
control agents-as the whole cycle is 


25. Jason Ditton, “The Fiddler: A Sociological 
Analysis of Blue Collar Theft among Bread Sales- 
men” (Ph.D. diss., University of Durham, 1976), 
p. 275. 

26. David Matza, Delinquency and Drift (New 
York: John Wiley, 1964), p. 60. 

27, Leslie Wilkins, Social Deviance: Social 
Policy, Action and Research (London: Tavistock, 
1964); Jock Young, “The Role of the Police as 
Amplifiers of Deviancy,” in Images of Deviance, 
ed. Stanley Cohen (New York: Penguin, 1971). 
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repeated in a seemingly endless spiral of 
negative signification. 

Another sense in which the separation ' 
or distinction between informal econ- 
omies and the wider system of capitalism . 
enables both realms to grow in opposi- 
tion to one another is through ongoing 
pronouncements that are part of the 
politics of oppositional discourse. These, 
paradoxically, generate mutual support 
for that which is opposed.” For ex- 
ample, when advocates of the regular 
capitalist economy publicly discredit ir- 
regular economy work as dangerous for 
employees because of the absence of 
protective legislation, insurance, and 
benefits, they simultaneously imply that 
regular work is safe and responsible. 
When they denounce the products -of 
irregular work as unreliable and without 
guarantee, they are, by implication, si- 
multaneously promoting the formal econ- 
omy as accountable, predictable, and 
efficient. But such pronouncements also, 
paradoxically, invite comparisons on 
price, personal relations, spontaneity, 
flexibility, and uniqueness that may 
inform many regular economy partici- 
pants that there are alternatives of which 
they might otherwise have been un- 
aware; the pronouncements may encour- 
age them to participate in informal. 
economies, which they might not other- 
wise have done. 

A further way in which the politics of 
defining the boundaries of capitalism 
can simultaneously generate informal 
activity is in the role played by the state. 
The growth of the state as a facilitator of 
the growth of capitalist enterprise re- 
quires that it accrue revenue from those 


28. See Michel Foucault, The History of Sexu- 
ality: An Introduction (New York: Penguin, 1978); 
Elizabeth R. Morrissey, “Power and Control 
through Discourse: The Case of Drinking and 
Drinking Problems among Women,” Contempo- 
rary Crisis, 10:157-79 (1986). 
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on whose behalf it acts. Taxation laws, 
however, not only define who and what 
- is taxable; they also specify who and 
what is nontaxable. As Gutmann, an 
advocate of a more laissez-faire capital- 
ism, says, “The subterranean economy 
...48 a creature of income tax, of other 
taxes, of limitations on the legal employ- 
ment of certain groups and of prohibi- 
tions on certain activities.” He argues 
that the redistributive economy and the 
welfare state, growing employment pro- 
tection legislation and sex and racial 
equality legislation are actually creating 
the grounds for capitalist employers to 
go outside the system, employ workers 
off;the-books, and so facilitate participa- 
tion in the irregular economy. The prob- 
lem of high levels of government involve- 
ment is particularly acute in times of 
high inflation. “Inflation redistributes 
income from income earners to govern- 
ment as taxpayers are pushed into higher 
tax brackets; squeezed taxpayers in turn 
try to push part of the cost of inflation 
onto the government by getting off-the- 
books income. ”30 

But we need not imagine that informal 
economies would weaken with the wither- 
ing of the welfare state. The very struc- 
ture of capitalism is such that it generates 
its own historically specific types of 
informal economies, as Ferman and 
Ferman were first to demonstrate.3! In 
_ their seminal article they claim that the 
very origins of irregular economies “lie 


29, Peter M. Gutmann, “The Subterranean 
Economy,” Financial Analysts Journal, 34:26 
(1977). 

30. Peter Gutmann, “Latest Notes from the 
Subterranean Economy,” Business and Society 
Review, p. 29 (Summer 1980). 

31. Patricia R. Ferman and Louis A. Ferman, 
- “The Structural Underpinning of the Irregular 
Economy,” Poverty and Human Resources Ab- 
stracts, 8:3-17 (1973). 


in structural conditions and processes in 
the larger society, and cannot be divorced 
from them.”32 They argue that modern 
capitalist industrial society encourages 
such economies by creating structural 
inequalities based on c.ass, ethnic, and 
cultural segregation. In addition, eco- 


nomic specialization, protectionist trade _ 


unions, and professional associations 
coalesce so that some goods and services 
are not widely availeble or are too 
expensive for those with low or nonex- 
istent incomes. The direct result is that a 
market is created outside of the formal 
regular economy for cheap goods and 
services, and, say Ferman and Ferman, 
“once regular patterns are established 
they provide training and opportunity 
for those members of the community 
who choose to earn their livelihood this 
way and [the patterns] are supported by 
a population that has f2w viable alterna- 
tives for the purchase of goods and 
services. 33 

We can see, therefore, that in its 
political attempt to develop, define, and 
protect itself from that which it is not, 
capitalist economic structure simultan- 
eously creates and gererates the contra- 
dictory possibilities ofinternal subecon- 
omies. As these counter and parallel 
economies themselves gain strength from 
the wider structure, they also give it 
strength by allowing its boundaries to be 
defined and by providing a safety net for 
those who are unable to survive its 
competition of interests. Nowhere is this 
mutuality of support more apparent 
than when we consider the second major 
dimension of the interrelationship be- 
tween informal econcmies and the wider 


capitalist structure, that of convergence - 


or coalescence. 
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COLONIZATION THROUGH 
COALESCENCE 


We saw in the previous section how 
developing capitalism did not completely 
remove informal economies, though it 


did transform their definition. The reason: 


why employers retain that to which they 
are ostensibly opposed becomes clearer 
when the functions of informal econ- 
omies are examined. Scraton and South 


have captured the nub of this dialectical 


relationship: 


Essentially workers’ involvement in the hid- 
den economy represents a dynamic form of 
opposition to the interests of capital by the 
daily enactment of processes which inhibit 
the exploitative relations of capital over 
labor. . . . It constitutes an attack on the 
hegemony of class discipline from what 
“autonomous space” is available, both men- 
tal and material, to workers. It is precisely 
for this reason that attempts are made to 
incorporate pilfering and fiddling into the 
wage relation. Thus these activities cannot 
be considered outside the historical dynamic 
of class relations.*4 


The existence of a system of payments in 
kind that are not part of a formal wage 
or salary structure, and that can be 
redefined as theft or perquisites de- 
pending upon the state of the business 
cycle, gives employers a hidden arm of 
control. It allows them to reward employ- 
ees for service “beyond the call of 
duty,”™> but it also allows them to estab- 
lish individual reward systems for the 
control of their overall wage bill. Gerald 
Mars and his colleagues have shown, for 
example, how in the restaurant industry 


34. Phil Scraton and Nigel South, “The Ideolog- 
ical Construction of the Hidden Economy: Private 


Justice and Work Related Crime,” Contemporary ` 


Crisis, 8:11 (1984). 
35, Melville Dalton, Men Who Manage (New 
York: John Wiley, 1964). 


certain core workers are granted the 
right to pilfered food and access to the 
best tips in return for loyalty in policing 
peripheral workers who may wish to 
form unions and push for higher wages.*¢ 

Jason Ditton has similarly shown 
that service workers are often placed in 
low-wage situations by their employers 
who “connive at corruption” by turning 
a “blind eye” to employees who cheat 
customers. This serves as a means of 
deflecting employees from making losses 
for the company. However, once such 
pilfering and fiddling has been learned 
by novice employees as a method to 
cover their potential losses from’ mis- 
takes, these activities are extended, often 
against the company and in connivance 
with the customer, to make a little extra 
side money.?’? Here we see supportive 
relations begin to turn into negative 
relations of coalescence, as I shall discuss 
later. | 


It has been argued that allowing a` 


degree of employee: theft is healthy for 
worker morale and helps relieve the 
boredom of monotonous work routines 
and so facilitates the wider production 
process.38 More cynically, Ditton, like 
Scraton and South, has observed that 
embezzlement and other related hidden 
economy activities, where they are seen 


36. Gerald Mars and Peter Mitchell, “Catering 
for the Low Paid: Invisible Earnings,” Bulletin, 
no. 15 (London: Low Pay Unit, 1977); Gerald 


Mars, Don Bryant, and Peter Mitchell, Manpower - 
Problems in the Hotel and Catering Industry . 


(Farnborough: Saxon House, 1979); Gerald Mars 
and Michael Nicod, “Hidden Rewards at Work: 
The Implications from a Study of British Hotels,” 
in Informal Institutions, ed. Henry; idem, The 
World of Waiters (London: George Allen & 
Unwin, 1983). 

37, Ditton, Part-time Crime. 

38. Lawrence R. Zeitlin, “Stimulus/ Response: 


A Little Larceny Can Do a Lot for Employee ‘ 


Morale,” Psychology Today, 5:22, 23, 26, 64. 
(1971). 
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as “beating the boss” or “defeating the 
system,” are cheap symbolic concessions 
for a device that actually entrenches the 
dependency of employees since the con- 


- cession can be granted or withdrawn at 


will, to suit market conditions.39 

If further evidence were needed of the 
functionally supportive relations between 
capitalism and the range of informal 
economies, one would only have to look 
at what, in the literature on the Third 
World, has been described as “informal 
income opportunities.“ Although some 
argue that the informal sector is a re- 
sidual form of petty commodity produc- 
tion operating independently of capital- 
ism,4! others recognize that it is relied 
upon in times of crisis as a means of 
labor absorption for the wider capitalist 
society, serving to disguise unemploy- 
ment and stimulate new employment. 
Informal sector workers are disguised 
wage laborers since their production is 
subject to control by industrial capital, 
which sets the volume, type, and quality 
of the goods produced and fixes the 
prices below their true value.“ Bromley 


39. Jason Ditton and Richard Brown, “Why 
Don’t They Revolt? Invisible Income a3 a Neglected 
Dimension of Runciman’s Relative Deprivation 
Thesis,” British Journal of Sociology, 32:521-30 
(1981). 

40. Keith Hart, “Informal Income Opportuni- 
ties and Urban Employment in Ghana,” Journal 
of Modern African Studies, 11:61-89 (1973). 

41. J. Bremen, “A Dualistic Labour System: 
A Critique of the Informal Sector Concept,” 
Economic and Political Weekly, 11:1870-76 
(1976); R. Davies, “Informal Sector or Subordinate 
Mode of Production? A Model,” in Casual Work 
and Poverty, ed. Bromley and Gerry. 

42. D. Mazumdar, “The Urban Informal Sec- 
tor,” World Development, 4:655-79 (1976); John 
Bryant, “An Introductory Bibliography to Work 
on the Informal Economy in Third World Litera- 
ture,” in Bibliographies on Local Labour Markets 
and the Informal Economy, ed. Ray Pahl and 
Julian Laite (London: Social Science Research 
Council, 1982). 
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and Gerry, for example, argue that 
where the employees are subcontracted 
out-workers, or where they are self- 
employed, they are harnessed to the 
needs of large capitalist enterprises; they 
are dependent upon the enterprises’ 
credit, rental of space or equipment, and 
supply of raw materials; or the larger 
enterprise is the sole buyer of the employ- 
ees’ product.*3 

But there is a sense, too, in which 
informal economies in capitalism are 
more than an appendage and its partici- 
pants more than a marginal surplus 
population. Informal economies are val- 
ued as contributing to economic growth 
by providing low-cost consumer goods, 
being a test bed for innovations in 
business, and for oiling the wheels of 
industry, enabling bureaucratic restric- 
tions to be overcome. 

Indeed, it is in this vein that some 
futurists have celebrated the usefulness 
of informal economies to advanced indus- 
trial capitalism. Shankland, for exam- 
ple, notes that “in a healthy society” 
formal and informal economies “sustain 
each other and their relationship should 
be a symbiotic one of mutual support.” 
He says, 


The formal sector effectively controls the 
commanding heights of the economy and the 
political system, but the informal sector is 
essential, not parasitic or residual . . . it 


operates rather at the interstices of the 
formal institutions of modern urban society; 


it cannot offer an alternative society but a 
complementary economic activity to the 


43. Bromley and Gerry, ed., Casual Work and 
Poverty. 

44, Michael Carter, “Issues in the Hidden 
Economy—A Survey,” Economic Record, 60:209-21 
(1984). This functional role for informal economies 
is particularly well documented for second econ: 
omies under socialism. See Sampson, “Second 
Economy of the Soviet Union.” 
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formal with a different, informal and more 
personal life style.45 


Shankland argues that the benefits of 
encouraging the informal economy are 
enormous and are particularly useful as 
a way of getting new business started on 
a trial basis.*6 Indeed, some early capital- 
ists founded their enterprises on materi- 
als acquired from the hidden economy. 
The use of materials. thus acquired, as 
Styles says, “was widely believed to be a 
very common route of entry into manu- 
facturing for men with little capital.™? 
Gershuny, in his early writings on 
postindustrial society, has been most 
credited with the benign futurist position 
toward the informal economy. He pre- 
dicts a growth of labor productivity 
resulting from a declining manufacturing 
sector and spurred on by the microtechno- 
logical revolution. This growth will con- 
tinue to reduce employment opportuni- 
ties in the formal sector. Fiscal and 
legitimacy crises will halt the traditional 
Keynesian public-spending solution to 
unemployment and will encourage the 
ideological shift from public provision 
to privatization. Rather than continuing 
the expansion of the service sector, 
argues Gershuny, we are more likely to 


45. Graeme Shankland, “Towards Dual Econ- 
omy,” Guardian, 23 Dec. 1977, p. 18. 

46. Graeme Shankland, Our Secret Economy 
(London: Anglo-German Foundation, 1980). 

47. Styles, “Embezzlement, Industry and the 
Law,” p. 179. 

48. J. I. Gershuny, “Post-Industrial Society: 
The Myth of the Service Economy,” Futures, 
9:103-14 (1977); idem, After Industrial Society? 
(New York: Macmillan, 1978), idem, “The In- 
formal Economy: Its Role in Post-Industrial So- 
ciety,” Futures, 11:3-15 (1979); Jonathan Ger- 
shuny, Social Innovation and the Division of 
Labour (New York: Oxford University Press, 
1983); Jonathan Gershuny and Ian D. Miles, The 
New Service Economy: The Transformation of 
Employment in Industrial Societies (London: 
Francis Pinter, 1983). 
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see an expansion of the “self-service” 
economy. Unable to afford formal econ- 
omy services because of higher unemploy- 
ment and lower income in the formal 


economy, people will turn to the house- . 


hold, the community, and the irregular 
economy. 


Leading government officials in West’ 
‘ern capitalist societies have claimed that 


the irregular economy of work off-the- 
books is actually indicative of the spirit 
of capitalism. In Britain, both Prince 
Charles and Prime Minister Thatcher 
have claimed that the irregular economy 

“proves that the British are not work 
shy.” Similarly, Ronald Reagan has said 
that the cut-price, irregular work done 
by wetbacks employed off-the-books 
may contribute more to the U.S. econ- 
omy than they take out in benefits. Their 
unregistered status does not allow them 
to draw state benefits for fear of being 
caught. More recently he has suggested 
that the necessary cut in welfare services 
demanded by the budget deficit creates 
the opportunity for local self-help and 
mutual-aid initiatives, from psycholog- 
ical support groups to neighborhood 
housing construction and project man- 


agement, and from parent-run day care’ 


to self-help for the elderly. 

There are numerous examples of the 
ways in which benign symbiotic relation- 
ships exist between regular capitalist 
enterprise and informal economies. 
Every time do-it-yourself tools are sold 
to consumers by hardware stores or 
when department stores sell food mixers 
and other household appliances, they 
are clearly contributing to capitalist 
production. They are simultaneously 
contributing to the household, com- 
munal, and irregular economies since 
these goods enable self-servicing and: 
self-provisioning in ways that the sale of 
finished consumer goods do not. The 
phenomenal growth in industries pro- 
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ducing home-improvement materials and 
tools, such as paint, paper, laminates, 
wood, power tools, step ladders, work- 
benches, screws, and nails, is not only 
indicative of the adaptability of capitalism 
to profit from new demand but also 
reflects the emerging contradictions that 
informal economies represent. People 
are no longer content with finished 
products but are increasingly demanding 
those that require participatory produc- 
tion and control, if not in the factory, 
then in the home, the.community, and 
on the street: dinner sets to Tupperware 
parties, dining room suites to do-it- 
yourself. Each of these rely on domestic 
_ production or social networking or both 
to complete consumption. 

Heinze and Olk have argued against 
such stabilizing strategies for capitalism 
based on the colonization of people’s 
desire for participatory control. How- 
ever, their preference for a “comple- 
mentary network” strategy involving a 
deliberate policy of state encouragement 
and support for the informal sector 
seems politically naive.49 Suggestions 
that laws-could be amended to provide 
flexibility of working hours, financial 
support for decentralized community 
decision making, and legal status for 
alternative concerns seem to ignore the 
experience of other decentralized alterna- 
tive projects,.such as neighborhood 
courts and community justice.59 


49. See Rolf G. Heinze and Taomas Olk, 
“Development of the Informal Economy: A Strat- 
egy for Resolving the Crisis of the Welfare State,” 
Futures, pp. 189-204 (June 1982). 

50. Richard L. Abel, “Conservative Conflict 
and the Reproduction of Capitalism: The Role of 
Informal Justice,” International Journal of the 
Sociology of Law, 9:245-67 (1981); James P. 
Brady, “Sorting out the Exile’s Confusion: Or a 

Dialogue on Popular Justice,” Contemporary 
Crisis, 5:31-38 (1981); Christine B. Harrington, 


Ironically, decentralization and pri- 


vatization are, as we shall see in the next 


section, not always benign for capital- 
ism. The growth of informal economies 
can undermine some aspects -of the 
capitalist system that spawned them, 
although these economies are themselves 
very vulnerable to being undermined. 


MUTUAL DESTRUCTION 
THROUGH OPPOSITION 


It has been well documented that 
capitalist employers considerably influ- 
ence the legislative content of capitalist 
industrial democracies.5! In this way 
capitalist interests can control, under- 
mine, or destroy informal economies, 
especially where these are found to be 
obstructive or threatening. People en- 
gaged in irregular work can be prosecuted 
and sanctioned under federal tax laws as 
can those who employ them. Similarly, 
those who trade in pilfered goods are 
subject to theft laws. Even communal 
economy exchanges of services can be 
policed through licensing laws. Clearly, 
direct control is cruder than co-optation, 
but, as Pashukanis reminded us long 
ago, “the judicial element in the regula- 
tion of human conduct enters where the 
isolation and opposition of interests 
begins” and where legitimation breaks 
down.*? 





Shadow Justice; The Ideology and Institutionaliza- 
tion of Alternatives to Court (Westport, CT: 
Greenwood Press, 1985). 

51. Richard Quinney, Class, State and Crime 
(New York: Longman, 1980); David F. Greenberg, 
Crime and Capitalism (Palo Alto, CA: Mayfield, 
1981); William J. Chambliss and Robert Seidman, 
Law, Order and Power (Reading, MA: Addison- 
Wesley, 1982). 

52. E. B. Pashukanis, Law and Marxism: A 
General Theory, ed. Christopher J. Arthur (Lon- 
don: Ink Links, 1978), 
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A less direct way of undermining 
informal economies is through the poli- 
tics of labeling. Many ofthe labels such 
as “black,” “hidden,” “underground,” 
and “subterranean” carry negative conno- 


tations. Much of the popular media- 


accounts of these activities portray par- 
ticipants in the informal economy as 
twilight operators who are out to makea 
fast buck and cannot be trusted.*3 How- 
ever, aS with support through opposi- 
tion, discussed earlier, the influence is 
mutual rather than one-way. When 
agents of capitalism attempt to control 
informal economies through the politics 
of public condemnation, the effect can 
be counterproductive; it can bring con- 
tempt for the established institutions of 
capitalism. 

One very good illustration of the 
generation of contempt for capitalist 
institutions is in the growth of self-help 
groups to fill the gaps in care that 
professional care services were forced to 
leave owing to fiscal crises and technical 
limitations to growth. The success of 
self-help support networks in the health 
and social services has made self-help 
activities respectable in spite of much 
hostile criticism of their benefits from 
professional interest groups, such as 
doctors, psychiatrists, and some social 
workers. In so far as criticism continues, 
it only serves to undermine the credibility 
of those uttering it, not least because of 
their economic interests. The result is 
that people are now more prepared to 
try alternatives to professional services.“ 

An excellent illustration of the way 


53. Stuart Henry, “Fiddling as a Media Issue,” 
Media Reporter, 6:41-43 (1982). 

54. Alfred H. Katz and Eugene I. Bender, The 
Strength in Us: Self-Help Groups in the Modern 
World (New York: Franklin Watts, 1976); David 
Robinson and Stuart Henry, Self-Help and 
Health: Mutual Aid for Modern Problems (Ox- 
ford: Martin Robertson, 1977). 


` ] 
public condemnation of informal econ- 
omies undermines capitalism can be 
seen from the way the news media 
responded to the hidden economy of 
pilfering and fiddling at work in Britain 
in the mid-1970s. Until this time hidden 
economies had remained undiscovered 
and ignored by journalists. When it was 
found that, rather than being the practice 
of a few bad apples, hidden economy 
activity was widespread, engaged in by . 
all sections of society and all occupa- 
tions,55 it became both newsworthy and 
grounds for moral outrage. On its front 
page the most widely circulated British 
newspaper, the Sun, reprimanded the 
nation with the banner headline: “STOP 
THIEF!” Its editorial blazed, “The truth 
is we are all at it: Which doesn’t make it 
any more acceptable morally. And it 
doesn’t make much sense either. For in 
the end someone has to pay. And who is 
that? Us!” However, such categorical 
condemnation disregards the reality of 
people’s experiences in informal econ- 
omies. It also forces journalists to discuss 
difficult issues for a capitalist society 
such as why even its moral standard- 
bearers in the professions are found 
cheating. When doctors are found to be 
siphoning off clients from their practices 
into private care or defrauding Medicare 
with fictitious claims for nonexistent 
patients, then, as one journalist ob- 
served, the hidden economy starts to 
“eat away at the moral fabric of society. 
Very soon the line between fiddling and 
outright theft becomes blurred.... A 
nation on the fiddle is usually a nation in 
financial and moral trouble. After all 
when everyone else is fiddling you tend 
to go along.” : 

55. Gerald Mars, Cheats at Work. 

56. Sun, 9 Aug. 1976. 

57. Jane Walmsley, “London on the Fiddle: 
Part 2,” Evening Standard, 18 Mar. 1980, pp. 
20-21. 
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The undermining of the wider capital- 
ist system by informal economies is a 
fear that has been recognized and ex- 
pressed by governments. As Walmsley 
has shown, in Britain, the Public Ac- 
counts Committee of the House of Com- 
mons has said, “There is a real danger of 
tax evasion spreading beyond the limits 
of the present black economy.” Its chair- 
person said, “If people see others break- 
ing the law without any chance of being 
caught it could affect tax payers who 
might say, ‘If it’s good for them, lets see 
if we can break the law in scme other 
way.’ ” As a former chairperson of the 
revenue service said, “It is eroding what 
you might call the integrity of tax paying 
generally. 8 

Paradoxically, the very publiccondem- 
nation of informal economic activity 
alerts others to its existence and serves 
to attract new participants who might 
have either remained outside orremained 
ignorant of its existence. These people 
may feel cheated by asociety that claims 
to control such activity and especially 
when they find that some of its very 
figureheads are secretly engaged in activ- 
ity from which they have been refraining. 


MUTUAL DESTRUCTION 
THROUGH COALESCENCE 


In the course of what appear to be 
supportive gestures, informal economies 
are transformed by their relations with 
capitalism. The principle of co-cptation 
operates such that underground, unoffi- 
cial, and informal activities are absorbed 
by the larger and more profuse capitalist 
Organizations, which take what they 
need and leave the rest. The most extreme 
version of this position has been well 
captured by what has become known as 
Geiger’s Law: “When the counter culture 


58. Ibid. 


develops something of value the establish- 
ment rips’ it off and sells it back.”59 
Geiger was talking about the profes- 
sionalization of the intimate communal 
economy of self-help groups and mutual 
aid. What often start out as informal 
support groups for those who have 
found formal professional services un- 
able to serve their needs may become 
professionalized, taken over, managed, 
advised, and funded by private corporate 
or government agencies. It is for this 
reason that the more successful and 
longest-established self-help networks 
have found it necessary to decline all 
outside support; however, many more 
have ambivalent relations with profes- 
sionals. | 

While, as we have seen, the domestic 
economy facilitates capitalism, the house- 
hold's domestic system of production 
has also traditionally been a prime candi- 
date for undermining from the wider 
matrix of capitalism. That it is a primary 
focus for intimacy and informal net- 
works should not blind us to the fact 
that much of what we take to be the 
household’s economy has been based on 
the unpaid domestic labor of women in 
such activities as gardening, food prepara- 
tion, cleaning, child care, social support, 
nursing of the elderly and dependents, 
and medical care of sick family mem- 
bers.6! Indeed, in this context, some 

59. Cited as Geiger’s Law by S. F. Jencks, 
“Problems in Participatory Health Care,” in Self- 
Help and Health: A Report (New York: New 
Human Services Institute, 1976). 

60. O. H. Mowrer, “The ‘Self-Help’ or Mutual- 
Aid Movement: Do Professionals Help or Hin- 
der?” in Self-Help and Health; T. Dewar, “Profes- 
sionalized Clients as Self-Helpers,” in ibid. 

61. Michele Hoyman, “Female Participation 
in the Informal Economy: A Neglected Issue,” this 
issue Of The Annals of the American Academy of 
Political and Social Science. See also Scott Burns, 


The Household Economy (Boston: Beacon Press, 
{977); Ivan Illich, “Vernacular Gender,” CoEvohe- 
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have argued, women’s labor is marginal- 
ized and now serves as a reserve army of 
labor.®2 In some industrial societies 
motherhood and women’s shadow do- 
mestic labor are being emphasized by a 
conservative social policy that “tends 
toward the marginalization and pauperi- 
zation of those sections of the population 
who have lost the battle for the remaining 
jobs” rather than a policy that extends 
employment opportunities for women.% 

Perhaps the most dramatic illustration 


of the way the wider structure of capital-. 


ism undermines intimate informal econ- 
omies by coalescing with them is the use 
of social networks as a marketing device 
to sell capitalist consumer goods for 
profit. This has obviously been done in 
the commercialization of gift exchange, 
but it is atits most blatant in Tupperware 
parties or in the Amway perfume pyra- 
mid selling or in home-agent mail-order 
catalogs. 

We can gain considerable insight into 
how capitalism undermines informal 
economies from what members of in- 
timate networks and communal econ- 
omies say about their experiences in 
attempting to retain a separate identity. 
For example, one member of a com- 
munity theater cooperative whom I inter- 
viewed during.a study on co-ops® told 
me, 


tion, pp. 4-23 (Spring 1982); idem, Shadow Work 
(London: Marion Boyars, 1981); Ray Pahl, Divi- 
sions of Labour (New York: Basil Blackwell, 
1984). 

62. Enzo Mingione, “Social Reproduction of 
the Surplus Labour Force: The Case of ‘Southern 
Italy, ” in Beyond Employment, ed. Redclift and 
Mingione. 

63. Heinze and Olk, “Development of the 
Informal Economy,” p. 197. 

64. John Davis, “Forms and Norms: The 
Economy of Social Relations,” Man, 8:159-76 
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No more do I believe we operate perfectly as 
a collective could operate. Obviously it’s 
contradicted by lots of things in the outside 
world. We are on one level a cooperative 
experimenting with new ways of doing things 
and on another we are a small company 
developing plays. One thing beyond anything 
else that makes that possible is economic 
survival. If you want to eat and do community 
theatre it’s necessary to earn money and that 
means endless concessions. 


Concessions to capitalism mean that 
capitalist principles and solutions to 
problems are drawn on to solve informal 
economy problems. For example, when 
a self-help housing cooperative aban- 
dons its informal social-control policy 
for collecting rent arrears and starts 
issuing court-ordered eviction notices, it 
is not an autonomous alternative econ- 
omy. One member of a short-life self- 
help housing co-op echoed the inevitabil- 
ity of such dependence: 


If you send them a notice to quit, they say, 
“Oh that’s a bit heavy, isn’t it . ... getting the 
law involved?” But if the law wasn’t involved, 
people wouldn’t be secure in their short-life 
housing. ... So the law is already involved. I 
think it’s a drag giving credibility to the law 
because the law doesn’t particularly like co- 
ops or the people who are in them. ... We are 
allowing the police to harass our members, 
which is very heavy but... if there isn’t 
another way, then you’ve got to do it. 


By resorting to landlord-tenant law, the 
cooperative helps validate both capitalist 
society’s view of credit and debt and the 
value of impersonal, rational, and predic- 
table procedures. At the same time, use 
of capitalist remedies enables the coopera- 
tive to survive in a capitalist environ- 
ment, but in a form different from and 
less intimate than what its members 
intended. It is in just such a way, then, 
that informal economies are undermined. 


66. Ibid., p. 206. . 
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It is clear that, as islands of intimacy 
in a sea of capitalism, informal econ- 
omies are more likely to erode than are 
the numerous institutions of the wider 
social structure. However, tc say this is 
not. to deny that the reverse process 
occurs. Ironically, informal economies 
and institutions are likely to do more to 
modify the shape of capitalist structure 
than the ostensibly oppositional struc- 
tures such as cooperatives and com- 
munes, since these latter are generally 
marginal and rarely encountered in capi- 
talist society. Capitalism may be very 
successful in undercutting such opposing 
orders, but it cannot destroy its own 
institutions and therefore must continu- 
ally contend with the opposing internal 
tendencies that informal economies some- 
times represent.§? 

As I have already said, it would be an 
inaccurate representation to suggest that 
informal economies are wholly opposed 
to the capitalist system in which they 
occur, even if they often emerge from its 
contradictions. Indeed, as Ditton points 
out, the hidden economy of pilfering 
and fiddling, for example, 


shares many structural and substantive fea- 
tures with business. . . . Fiddling is not in 
-~ Opposition to these values; salesmen [who 
fiddle] do not believe that fiddling will 
eventually overthrow.the capitalist economy 
... they fully believe themselves to be part of 
the same commercial army. . . . Fiddling, like 
selling, epitomizes the capitalist “spirit.” The 
subculture of fiddling reflects a sort of 
dutiful anti-hedonism... which provides the 
normative bedrock of capitalism. 


But here Ditton is picking up only the 
avaricious dimensions of the hidden 


67. Stuart Henry, “Community Justice, Capi- 
talist Society and Human Agency: The Dialectics 
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Society Review, 19:303-27 (1985). 

68. Ditton, Part-time Crime, pp. 173-74. 
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economy. The hidden economy, like all 


informal economies, also contains com- 


munal, social, and intimate strains.® It 
is founded in part on a network of 
altruistic and balanced reciprocity where 
status may be achieved and prestige 


gained based more on how much is’ 


given away than on how much is made; 
where members of trading networks are 
prepared to give as much as they can and 
where goods and services can be traded 
because they are needed by others; where 
commodities become valued because of 
their special history and origins, because 
of who obtained them and how; and 
where little money is made from friends 
and trading partners because the rewards 
are more social than monetary. Insofar 
as the hidden economy is founded as 


much on altruism as on avarice, on love . 


as on money, then this meaning is 
available to penetrate the wider structure 
of capitalism. The more that people 
engage in the communal dimensions of 
informal economies, the more they carry 
that experience into their relations in 


capitalism and the more that capitalism. 


is changed. Such change is not major. 
Rather, it is a rounding of the corners of 
impersonal market exchange. 


CONCLUSION 


The foregoing analysis demonstrates 
that simple statements about informal 
economies being caused by this or that 
factor-or this or that system, by tax laws, 
capitalist inequalities, opportunism, altru- 
ism, and the like capture only some 
aspects of what is a dynamic and complex 
set of relations. At best these statements 
are partial accounts that leave much 
unsaid. At worst they are part of the 
politics of informal economies that seeks 
to impose a particular view of the world, 
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to control, manipulate, or influence it in 


‘order to serve a particular interest. 


' Informal economies in capitalism ex- 
ist in contradictory relations with the 
wider structure. We have seen how they 
emerge from and are constantly being 
transformed by the wider capitalist indus- 
trial matrix; they are sometimes in oppo- 
sition to and sometimes in support of 
capitalist institutions. We have also seen 
how capitalism is sometimes in opposi- 
tion to them and sometimes in support 
of them. This interrelationship is both 
positive and negative, mutually suppor- 
tive and mutually destructive. And, im- 


= portantly, these contradictory aspects 


can and often do operate -simultan- 
eously. Part of the explanation for this 


comes from the very duality of the 


existence of informal economies within 
capitalist society. Informal economies 
have a degree of autonomy but are also 
considerably dependent. They might best 
be described as semi-autonomous parts 
of the capitalist whole.” , 


70. For a treatment of law as a semi-auton- 


‘omous field, see Sally Falk Moore, Law as Process 


4 


-” 


These circumstances suggest that any | 
policy that attempts to intervene to 
shape informal economies is going to 
have many more effects than the direct 
effects that are intended. Simple interven- 
tionist policies will have numerous unin- 


‘tended consequences some of which 


may be constructive, others of which 
will be less so. Any policymaking that . 
seeks to address informal economies, 
such as those directed at curbing off-the- 
books employment or those designed to 
provide welfare services or to crack 
down on'employee theft, will need to be 
aware of the full range of possible 
interrelated effects of its action. This 
will necessitate an appreciation of the 
complexity of the dialectical interconnec- 
tedness of informal economies and the. 
wider structure in which they are set, the 
multifarious dimensions of which have 
only been sketched in this article. 





(Boston: Routledge & Kegan Paul, 1978). For an 
elaboration of this dialectical approach, which 


‘Peter Fitzpatrick calls “integral plurality,” see 
- Peter Fitzpatrick, “Law and Societies,” Osgood 


Hall Law Journal, 22:115-38 (1984). 
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Louis A. Ferman is professor of social work and research director of the Institute of Labor 
and Industrial Relations, University of Michigan. 

Stuart Henry ts visiting associate professor of sociology at Eastern Michigan University. 

Michele Hoyman is associate professor of political science and a fellow in the Center for 
Metropolitan Studies, University of Missouri, Saint Louis. 


154 


oy 


+ 


CONCEPTS, RESEARCH STRATEGIES, AND POLICY | 155 


N this article we draw attention to 
I. some of the many unresolved issues 
in the study of informal economies and 
draw out the implications of informal 


` economies for attempts to manage social 


life. The article considers four broad 
areas: conceptual issues, methodological 


. perspectives, research gaps, and policy 


implications. 


CONCEPTUAL ISSUES 


It has been argued that the concept of 
the informal economy is confused and 
of questionable usefulness. The editors 
of a recent collection of papers on the 
social dimensions of economic life reflect 
a common ambivalence about its role: 


Our early discussions revealed disagreement 
about the utility of the concept and over the 
extent to which it referred to an identifiable 
sector of economic activity. Indeed, there is 
not a single paper in the present volume that 
uses the term for analysis. . . . The earlier 
concept of the informal economy as a separ- 
able and, as it were, autonomous economic 
sector has turned out to be unproductive. ... 
as have ideas of a set of different subecono- 
mies... between which people could move at 
will. The basic realities, however, that stimula- 
ted the interest in the informal economy... 
still remain a challenge to social scientists: 
the existence of whole series of economic 
activities which do not fall-easily within the 
definitions and analysis of traditional econom- 
ics or get measured by government.! 


1. Bryan Roberts, Ruth Finnegan, and Dun- 
can Gallie, eds., New Approaches to Economic 


Life (Manchester: Manchester University Press, 


1985), pp. 8-12. For a similar view, see Priscilla 
Connolly, “The Politics of the Informal Sector: A 
Critique,” in Beyond Employment: Household 
Gender and Subsistence, ed. Nanneke Redclift 
and Enzo Mingione (New York: Basil Blackwell, 
1985). Others, while recognizing the problems, 
wish to refine rather than abandon this and related 
concepts; see, for example, Joseph Huber, “Concep- 
tions of the. Dual Economy,” Technological Fore- 
casting and Social Change, 27:63-73 (1985). 


Rather. than attempt a resolution of 
this confusion, our aim here is to outline 
some of the numerous conceptual issues 
in order to invite future clarification. 
Four broad issues will be addressed: (1) 
disciplinary; (2) definitional; (3) typolog- 
ical; and (4) explanatory. 


Disciplinary issues 


It is perhaps trite to reassert that 
disciplines have their own values and 
assumptions. However, one of the major 
features of writings on informal econ- 
omies is that they very much reflect the 
social scientists’ disciplinary affiliation. 
Economists, for example, are interested 
in alternative modes of allocation and 
distribution, particularly how far these 
constitute extra-market activities and 
whether they constitute imperfections.” 
They have sought to measure the size 
and extent of informal economies and 
have not been concerned with the issues 
of socially constructed meaning and 
motivation, beyond the economic ration- 
alist reduction that people participate 
for the money. In contrast, anthropolo- 
gists and ethnographically oriented so- 
ciologists have framed their concern in 
terms of relations of kinship, friendship, 
neighborliness, partiality, sympathy, and 
altruism, and the extent to which these 
constitute a social glue that binds and 
ties. Here the focus has been on norms 


2. Not all economists take this view. Dual 
labor market theorists, for example, show that 
social and economic heterogeneity can coexist 
where labor segmentation occurs between primary 
jobs that are skilled and highly rewarded and semi- 
skilled and unskilled jobs. See David M. Gordon, 
Richard E. Edwards, and Michael Reich, Seg- 
mented Work, Divided Workers (New York: 
Cambridge University Press, 1982). 

3. John Davis, “Rules Not Laws: Outline of 
an Ethnographic Approach to Economics,” in 
New Approaches to Economic Life, ed. Roberts, 
Finnegan, and Gallie, p. 503. 
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of.exchange and the role of reciprocity. 
It could be argued that this approach 
neglects the wider political economy 
that has been the preserve of structural 
sociologists and developmental the- 
orists. Other sociologists have taken a 
middle-range approach, viewing infor- 
mal economies in terms of exchange 
relationships and how these are related 
to the stability or instability of social 
organizations. Feminist writers have for 
many years focused on the issue of the 
value of women’s work or domestic 
labor, as have anthropologists in study- 
ing the households of subsistence econ- 
omies. Recent feminism has challenged 
this ghettoization, arguing that studies 
of economic life must consider gender 
constraints on men as well as women in 
both the household and the wider soci- 
"ety. For political scientists, the issue is 
couched in terms of its historical and 
contemporary policy implications, where 
it is seen as evidence of, grounds for, or 
reasons | against government interven- 
‘tion. A surprising omission has been an 
analysis of the class and power dimen- 
sions of informal economies.* Quite 
clearly, the assumptions of one discipline 
can become the research problems of the 
next. 

Put simply, the phenomencn of infor- 
mal economies has developed a multi- 
disciplinary rather than interdisciplinary 
interest, with little interchange between 
the various disciplinary approaches. It 


4, But see R. E. Pahl, Divisions of Labour 
(New York: Basil Blackwell, 1984); Redclift and 
Mingione, ed., Beyond Employment; John A. 

- Denton, “The Underground Economy and Social 
Stratification,” Sociological APR 5:31-42 
(1985). . 

S. But for a joint work from an economist, a 

sociologist, and an anthropologist, see Robin 


Cantor, Stuart Henry, and Steve Rayner, Markets, 


Distribution and Exchange after Societal Cataclysm 
(Oak Ridge, TN: Oak Ridge National Laboratory, 
1987). 
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_ would seem that rather than allowing 


disciplinary dominance, the field would 
benefit from approaches that addressed 
the concerns raised by each of the disci- 
plines. As Roberts, Finnegan, and Gallie 
say, one of the chief features of these 
new approaches to economic life is their 
interdisciplinary nature: “Not only are 
some of the older, taken-for-granted 
boundaries between disciplines being 
challenged, but much recent research is 
now drawing on insights from a number 
of disciplines, not just from one. ™ How- 
ever, any move to an all-embracing 
theory seems premature, and much more 
may be gained from the jostling of 
different paradigmatic approaches, 
which may also help overcome the disci- 
plinary boundaries. 


Definitional issues 


Such is the diversity of disciplinary 
interest and the diffuse nature of the 
topic that from the outset a central 
difficulty has been to specify precisely 
what counts as the phenomenon under 
study. Are these informal activities an 
economy, a sphere of exchange, a mar- 
ket, or merely the practice of trading? 
Are we dealing with a single economy, a 
subeconomy, many subeconomies, or 
sectors of the economy? There are also 
grounds for describing the phenomenon 
as self-servicing,’ self-provisioning,® or 
more broadly as self-help. Alterna- 


6. Roberts, Finnegan, and Gallie, ed., New 
Approaches to Economic Life, p. 14. Roberts, 
Finnegan, and Gallie ironically rely on a multi- 
disciplinary approach bringing together sociolo- 
gists, anthropologists, social psychologists, and 
economists. 

7. J. 1. Gershuny, “The Self-Service Econ- 
omy,” New Universities Quarterly, pp. 50-66 (Win- 
ter 1977). 

8. Pahl, Divisions of Labour. 

9. Barry Knight and Ruth Hayes, The Self 
Help Economy: Social and Economic Develop- 


~ 
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tively, why not just opt for the terms 
“labor” or “work”? 

Informal economic activities are diffi- 
cult to be precise about because they are 
typically defined as an inversion, alterna- 
tive, or negation of the conventionally 
accepted administrative categories, insti- 
tutions, and structure of the wider soci- 
etal system. Therefore, what counts as 
informal economic activity will depend 
very much upon the feature of the wider 
system to which it is being related. This, 
along with the different disciplinary 
interests, accounts for why there are 
upward of thirty different terms for the 
activity, each with a different scope and 
connotations. Whether the activity forms 
one economy or many, the adjectives 
used to describe it emphasize that it is: 
(1) qualitatively different from the wider 
economic arrangements as implied by 
such terms as “informal,” “irregular,” 
“nonmarket”; (2) based on social units 
rather than atomized individuals, as in 
the designations “domestic,” “house- 
hold,” “neighborhood,” “community,” 
“green”; (3) separate, when it is described 
as “parallel,” “second,” “dual”; (4) oppo- 
sitional, as indicated by “alternative,” 
“counter”; (5) peripheral, as in “margi- 
nal,” “gray,” “colored”; (6) concealed 
from official records and accounting 
systems, as implied by “hidden,” “under- 
ground,” “subterranean,” “black,” “sub- 


_ merged,” “shadow,” “nonregistered,” “un- 


recorded,” “invisible,” “moonlight,” 
“twilight,” “unofficial,” “cash”; and (7) 
inferior, as implied by the terms “illegal” 
and “nether.” 

A crucial issue here is not only which 
of these numerous terms best captures 
the essence of the phenomenon or 
whether each refers to something slightly 


ment in the Inner City (London: London Voluntary 


Service Council, 1982). 


different, but also whether distinguishing 
between the activity and something else 
is useful. What is gained in clarification. 
may be lost by artificially separating 
those that are inextricably intertwined. ' 
Moreover, such distinctions may falsely 
attribute autonomy to the activities, 
separating them from other informal 
economies and from the wider system of 
which each is a part. And that calls for 
more imaginative definitions rather than 
none at all. 


Typological issues 


The last point really begs the question 
of how to classify the numerous informal 
activities, and it also has implications 
for deciding on an appropriate method- 
ology.!° Given that no generally accepted 
typology is available,!! should students 
of informal economies adopt the natural- 
istic, inductive stance and formulate 
their categories based on the partici- 
pants’ meaning of their trading net- ' 
works? Alternatively, should classifiers © 
select the central criteria on which to 
base a normatively imposed order? A 
third possibility would be the construc- 
tion of a Weberian ideal type where 
logical categories are synthesized from’ 
the available empirical and historical 
data so that particular instances can be 
compared to the general type. Whichever 


10. A number of the issues raised in this 
section have emerged from exchanges with Alison 
Lever, to whom the authors are grateful. j 

11. Carol S. Carson, “The Underground Econ- 
omy: An Introduction,” Survey of Current Busi- 
ness (May 1984); but for some attempts at classifica- 
tion, see Stuart Henry, “Introduction” in Informal 
Institutions, ed, Stuart Henry (New York: St. 
Martin’s Press, 1981); idem, “The Working Unem- 
ployed: Perspectives on the Informal Economy 
and Unemployment,” Sociological Review, 
30:460-77 (1982); Huber, “Conceptions of the 
Dual Economy.” 
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approach is adopted, and a synthesis of 
all three seems likely to be mast useful, 
particular attention must be given to the 
starting point. 

If informal economies cannot be con- 
sidered in isolation from the wider social 
and political matrix, what do we take to 
be the social whole? From the normative 
perspective, to take one characterization 
of the starting point is to color the parts 
that we abstract. For example, beginning 
with global capitalism would give us 
different parts from those that would be 
derived if we began with U.S. industrial 
society, and different again if we began 
with the Western market economy. Can 
socialist informal economies even be 
compared with capitalist ones? It is an 
impossible task unless we begin with 
industrial society as the whole—and 
then how do we compare the informal 
sector of the Third World? 

Take, for example, the notion of 
irregular work defined as paid work 
outside formal employment, done on a 
part-time basis. This is a highly ethnocen- 
tric stance since it implies that formal 
employment is the norm, which on a 
global scale it is not. In most countries a 
small proportion of the population have 
registered stable employment; the larger 
proportion depend on unregistered, pre- 
carious employment that may be full- 
time casual work, or full-time stable 
work without legal guarantee because of 
its unregistered nature. Indeed, the dis- 
tinction between work, employment, 
and self-employment is particularly 
colored by the whole from which these 
abstractions are derived. An illegal immi- 
grant in U.S. industrial society can be in 
full-time work for an employer but not 
in employment from the bureaucratic 
perspective of this society because she or 
he is not registered. This is why some 
. prefer the term “shadow employment” 
or even “shadow wage labor” for off- 


the-books work where the employee 
does not own the means of production. !? 

Parts of a whole can be subdivided 
into their own constituent parts. An 
obvious example is the U.S. capitalist 
economy, which may be considered both 
a part of the world economic system and 
a whole containing numerous subecon- 
omies that at once both reflect and 
constitute its character. For example, 
the capitalist economy may be said to 
comprise a formal economy, defined as 
economic production, exchange, and 
consumption that are registered, legal, 
and use money as a medium, and an 
informal economy, where activities are 
either illegal or unregistered. The in- 
formal economy then becomes the whole 
containing a variety of subeconomies, 
such as the cash-based unregistered irreg- 
ular economy, the criminal economy, 
and the social economy, defined as 
being exchange that is not formally 
registered and that does not involve 
cash. We might then conceptually dis- 
tinguish constituent economies of each 
of these subeconomies. The social econ- 
omy under this scheme would contain 
the household or domestic economy, the 
communal or neighborhood economy, 
and the self-help or mutual-aid econ- 
omy. Each of these could then itself be 
further subdivided and so on. 

“The point,” as Swingewood has said, 
“is that the totality is always part of 
something larger and the part is simultan- 
eously a totality.”!3 From the perspective 
of dialectical analysis, “the part”—in 
this case, informal economies-—“cannot 
be abstracted from the whole and socio- 
logically examined apart from it and 
then mechanically inserted again after 
analysis.” Rather, the parts, like empiri- 

12, Pahl, Divisions of Labour. 

13. Alan Swingewood, Marx and Modern 


Social Theory (London: Macmillan Press, 1975), 
p. 57. 
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cal facts, “must be integrated into a 
whole or they remain abstract, and 
theoretically misleading. ”!4 

Acknowledging the wider context in 
considering component parts avoids a 
number of errors. For example, analyz- 
ing parts of a whole in isolation could 
easily lead a researcher intent on high- 
lighting the reciprocal nature of ex- 
change among members of social net- 
works to the view that workers in the 
informal economy are unaffected by 
market forces. Considering the wider 
capitalist context, it would be absurd to 
suggest that just because a worker is 
unregistered she or he is somehow freed 
from market forces, and there may be 
some grounds for arguing that such a 
worker would be more subject to them. 
However, does this alone warrant calling 
his or her work market economic activ- 
ity? Other criteria might be important in 
distinguishing informal work from the 
work done by formal employees. 

From the naturalistic perspective, 
normative typologies that draw clear 
distinctions between types of informal 
economy are problematic. In the real 
world people are not divided neatly 
among types of informal economy, 
though they may spend more of their 
time doing some kinds of activity than 
others. It is for this reason that a useful 
typology may be one that addresses the 
interrelated nature of the types identified 
within it; these are overlapping and 
blurred rather than clearly distinct. To 
fail to acknowledge this might be partic- 
ularly unhelpful given that the subject is 
in part characterized by its belying of 
boundaries. 


Explanatory issues 


The typological discussion implies 
that analysis that reifies the parts and 


14. Ibid., pp. 44-45. 


the whole from the human agents who 
produce them might be best avoided, 
since informal economies are nothing if 
they are not recurring outcomes of hu- 
man action whose very production serves 
as the medium for further production. 
Put simply, informal economies exist 
only in the acts of doing; there are no 
institutional props to serve as reminders 
or cues.!5 This leads us to consider the 
macro-micro dimensions that influence 
the phenomenon. 

At the macro level, we need to know 
the forces that have shaped the emerg- 
ence of informal economies and the way 
these economies relate to the emergence 
of the wider structure. The process seems ~ 
not to be one-way but mutually interac- 
tive, as some of us have tried to illustrate 
in our contributions to this volume. Nor 
is the informal economy consistently 
positive or negative in its effects. What . 
are the abilities of informal economies 
to resist or reproduce the class, sex, and — 
gender divisions within the wider struc- 
ture? Under a capitalist economic sys- 
tem, do those with a communal or 
alternative base generate a different inter- 
nal order from those founded on less 
intimate relationships? And if they do, is 
this necessary for the existence and 
further development of capitalism? Does 
this inversion and opposition of the 


formal explain why private entrepre- 


neurial markets emerge under socialism? 

It might also be possible to explain 
the existence of informal economies 
from afunctional perspective as fulfilling 
some need, as with second economies in 
socialist societies; or overcoming restric- 


15. For a theoretical perspective that takes 
account of the agency-structure relationship and 
that sees all human activities as recursive, meaning 
that they are continually recreated by social actors 
via the very means whereby they express them- 
selves as actors, see Anthony Giddens, The Consti- 
tution of Society (Oxford: Polity Press, 1984). 
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tions such as market regulation, high 
, taxes, or shortages; or providing testing 
grounds for innovation and enterprise. 
They may simply be residues from the 
past, in the process of being replaced or 
emerging to herald a postindustrial, 
postmaterialistic, people-oriented era. 
Without some sense of their historical 
context we would be unable to make 
sense of these trends. 
` Atthe micro level, we need to consider 
what motivates people to participate in 
informal economic,activities. Do they 
have a choice? Some people, such as the 
single parent who takes up home- 
working, may have severely restricted 
choices. Others, such as the single aca- 
demic who dabbles in farming, may be 
relatively free. 

What are the satisfactions that are 
derived from the activity? Some of the 
evidence suggests that more than money 

_ is involved. To what extent are these 
activities motivated by the desire for 
status, prestige, social relations, reciproc- 
ity, competitive play, control over one’s 
life, or simply the fun and excitement of 
beating the system? Or are we dealing 
here with what Goffman originally de- 
scribed as “secondary adjustments,” the 
angles, ropes, gimmicks, dodges, deals, 
ins, and so forth that enable a person to 
survive as a social identity in a structured 

_ setting?!6 

Up to this point the discussion has 
focused on the conceptual issues raised 
by informal economies, but there are 
also substantial methodological issues, 
to which we now turn. 


METHODOLOGICAL PERSPECTIVES 


Developing empirical research on in- 
formal economies offers a number of 


- 16. Erving Goffman, “Characteristics of Total 
Institutions,” in Symposium on Preventative and 
Social Psychiatry (Washington, DC: Government 
Printing Office, 1957). 


major difficulties and challenges. We 
are dealing with a phenomenon that has 
only recently emerged from the realm of 
speculation and conventional wisdom, 
where anecdotal description has pre- 
dominated over systematic and rigorous 
research. These earlier approaches 
emerged largely due to the often con- 
cealed nature of the activities. The lack 
of conceptual clarity and the presence of 
disciplinary factionalism have created 
considerable difficulties in formulating 
an appropriate methodological perspec- 
tive from which to study the phenomenon. 

An approach that respects both indi- 
vidual human agency and the structural 
forces that shape and enable action is 
preferable to one biased in either direc- 
tion. Of course, it is never easy to use 
methods that are simultaneously interpre- 
tive and positivistic, designed to elicit 
members’ categories, shared meaning, 
and understanding and designed to ob- 
tain general empirical data on large 
numbers of people. The combined ethnog- 
raphy and follow-up survey method 
seems the most enlightened in this 
regard.. 

‘The logic of such a method for the 
study of informal economies was first 
formulated by Louis Ferman’s team for 
his 1977 Detroit study and has become 
known as the Ferman Methodology.!’ 
Its objective was to develop and integrate 
two data bases, one ethnographic and 
the other survey. The aims of the eth- 
nographic component of the study were 
to (1) obtain in-depth micro-level infor- 
mation on the proc2sses and structures 
of exchange; (2) establish the meaning, 
attitudes, values, and norms concerning 
the activities of the parties to the transac- 


17. See Louis A. Ferman, Louise E. Berndt, 
and Elaine Selo, An Analysis of the Irregular 
Economy: Cash Flow in the Informal Sector (Ann 
Arbor: University of Michigan; Detroit: Weyne 
State veneers 1978). 
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‘tions; and (3) generate hypotheses. 


Within a specific neighborhood the 
ethnographic observers were to focus on 
exchange as a specific unit of analysis, 
looking at what was being exchanged, 
the norms governing the exchange, the 
characteristics of the buyers and sellers, 
the place exchanges occurred, whether 
money was present, and how unique the 
exchange proved to be. These observa- 
tions were to be made at different inter- 
vals so that some sense of whether 
exchanges were one-shot or patterned, 
repetitive occurrences could be estab- 
lished. Another consideration was the 
ecological context or spatial framework 
in which the exchange occurred. This 
involved cartographic sketching of the 
different spacial units, from the commu- 
nity and neighborhood to the particular 
dwellings, taking account of the commer- 
cial-residential mix and the economic 
history of the area. Important, too, were 
compiling portraits of how people be- 
came vendors and consumers; how infor- 
mal exchanges were knitted together 
with formal work; how, over time, this 
formed a total work career; how eco- 
nomic and noneconomic resources and 
support systems underpinned these ex- 
changes over a lifetime; and how, and 
under what conditions, informal ex- 
changes evolved into increasingly more 
organized work efforts to become formal 
businesses. Finally, the ethnographic 
component was concerned to document 


` the patterns of communication of infor- 


mation about bids to buy and offers to 
sell that were believed to be significant 
factors in shaping local informal eco- 
nomic activity. 

The aim of the survey was to obtain a 
macro-level statistical portrait of (1) the 


frequency of informal exchanges; (2) the 


variety of types of exchange; (3) the 
monetary value of exchange; (4) the 
extensiveness of exchange; (5) the charac- 


teristics of sellers and buyers; (6) the — 
attitudes of consumers about such ex- 


' changes; and (7) the testing of hypotheses - 


formulated from the ethnography. The 
survey was a study of household mem- 
bers’ decision making in provisioning. It 
aimed to answer questions concerning 
how the goods and services were pro- 
cured, who in a household was to be 
serviced, who bought and who supplied 
goods, and the attitudes and perceptions 
of these participants concerning the 
meaning of the exchanges, whether they 
were for economic necessity or intrinsi- 
cally satisfying, and why some people 
may have resisted participation. 

The two data bases were seen as 
complementary, the ethnographic per- 
mitting a microscopic examination and 
the survey data providing the broad, 
generalizable results. These were then 
interrelated to establish the reliability of 
observations. This was particularly im- 
portant in a study where participants 
might conceal or mask their behavior or’ 
mislead the researchers because of the 
fear, anxiety,- and danger of potential 
discovery. 

Based on this methodology the Univer-- 
sity of Michigan-Wayne State University 
study of ten Detroit neighborhoods was 
begun. The study identified ten adminis- 
trative school districts as neighborhood 


units, which were selected to represent _ 


income and racial composition as well 
as occupational variations. Ten trained 
ethnographers took up residence in these 
neighborhoods for a four-month period. 
Using the technique of participant obser- 
vation, each ethnographer kept a daily 
log of observed informal exchanges, 
mapped the ecology of the neighbor- 
hood, recorded critical incidents of ex- 
changes, developed portraits of typical 
informal economy participants, and 
charted the social and communication 
networks that were associated with the 
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informal exchanges. Based on the eth- 
nographic information, a questionnaire 
was constructed and administered by an 
independent research team, using per- 
sonal interviews with 284 households in 
the ten neighborhoods. The results of 
the study have been reported elsewhere. !8 

Subsequently, two further large-scale 
empirical studies on informal economies 
have explicitly been influenced by the 
Ferman Methodology. In England in 
1979 Ray Pahl and his team from the 
University of Kent began a combined 
ethnographic and household survey of 
730 households on the Isle of Sheppey,!9 
and in 1981 Jamés Smith and his col- 
leagues at the University of Michigan’s 
Institute of Social Research undertook 
a national survey of 2753 households 
using an adapted version of the same 
approach.” These three studies represent 
exemplars of a pioneering methodologi- 
cal approach; its founding principles 
have proven to be essential for the 
generation of comprehensive accounts 
of informal exchanges.?! 


~ 


18. Ibid.; Louis A. Ferman and Louise E. 
Berndt, “The Irregular Economy,” in Informal 
Institutions, ed. Henry. 

19. See Pahl, Divisions of Labour. 

20. Kevin McCrohan and James Smith, “Infor- 
mal Suppliers in the Underground Economy,” 
Statistics of Income Bulletin, 3:27-34 (1982); idem, 
“A Consumer Expenditure Approach to Esti- 
mating the Size of the Underground Economy,” 
Journal of Marketing, 50:48-60 (1986). 

21. In considering innovative methodologies 
for studying informal economies, mention must be 
made of the work of Gerald Mars and’ Yochanan 
Altman. While not using survey techniques, Mars 
and Altman studied the second economy in Soviet 
Georgia by employing ethnography, structured 
interviews, and life histories of a community of 
5000 recently arrived immigrants from Soviet 
Georgia to Israel. The “retrospective reconstruc- 
tion” enabied them to obtain a rich data base on an 
otherwise nonresearchable area. See Gerald Mars 
and Yochanan Altman, “The Cultural Bases of 
Soviet Georgia's Second Economy,” Soviet Studies, 
35:546-60 (1983). ~ 


RESEARCH GAPS 


Substantive research on informal econ- 
omies has been no less a controversial 
issue than the conceptitself. As Duncan 
Gallie points out: : 


By far the most controversial area of research 
... concerns the informal economy. There 
are those who think that the SSRC was 
mistaken ... to make this a central area for 
financial support; there are those who con- 
sider that... it was worth initiating research, 
but that the results of this research have 
effectively destroyed the theories that stimula- 
ted it. And finally there are those who argue 
that this remains one of the single most 
important areas in which there should be 
further funding. 


Limited by disciplinary interests and 
by the politics of research funding, 
studies in informal economies have been 
narrowly channeled. Despite their criti- 
cal stance, says Davis, researchers have 
bought into “the established categories 
of the system of analysis they seek to 
revise.” As he sardonically laments, “If 
they have found a princedom by kissing 
the toad of falseness, they should now 
embrace imperfection. But in fact they 
have at best been tentatively rebel- 
lious.”23 

Part of the problem is that researchers 
go where the money is greatest and the 
resistance least. Just as criminologists 
have traditionally taken crime to be 
street crime and largely ignored crimes 
of powerful corporations and govern- 
ment, so informal economy researchers 
concentrate on irregular trade among 
those on survival incomes. Government 
agencies such as the Internal Revenue 
Service interested in tax revenue loss are 
able to offer funding to researchers who 


22. Duncan Gallie, “Directions for the Future,” 
in New Approaches to Economic Life, ed. Roberts, 
Finnegan, and Gallie, p. 522. 

23. Davis, “Rules Not Laws,” p. 503. 
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seek to identify who the “scroungers” 


and “tax dodgers” are among the poor 
and welfare recipients,4 leaving more 
critical research to be independently 
financed. Less attractive to such agencies 
have been local-area studies, and as a 
result there have been few of these 
conducted. Instead of concentrating on 
areas of urban poverty it might be 
instructive for such studies to explore 
whether “the informal economy flour- 
ishes best in areas of relative prosperity 
where it can feed upon a growing indus- 
trial base and where households have 
the disposable income to buy the services 
it can provide.” 

Also missing are historical studies of 
informal economic activities. Particu- 
larly useful would be studies of the shift 
from the medieval principle of a “berth” 
for everyone, irrespective of their employ- 
ment status, to the notion, peculiar to 
industrial societies, of the right to employ- 
ment and with it the idea of work 
outside employment. This raises the 
whole issue of the work of livelihood as 
opposed to work for income. It signals 
the importance of status and social 
position in relation to making a living 
and denotes the ‘centrality of fulfilling 
ourselves socially, which cannot be 
wholly replaced by formal employment.*? 

Considerable research has been done 


24. See esp. Carl P. Simon and Ann D. Witte, 
Beating the System: The Underground Economy 
(Boston: Auburn House, 1982). 

25. Gallie, “Directions for the Future,” p. 522. 


26. Krishan Kumar, “The Social Culture of - 


Work: Work, Employment and Unemployment as 
Ways of Life,” New Universities Quarterly, vol. 34 
(1979); idem, “Unemployment as a Problem in the 
Development of Industrial Societies” (Paper de- 
livered at the meeting of EEC-FAST programme, 
Marseilles, France, 23-26 Nov. 1981). See also J. I. 
Gershuny and R. E. Pahl, “Work Outside Employ- 
ment: Some Preliminary Speculations,” in In- 
formal Institutions, ed. Henry. - 
27. For an approach that is critical of this 
perspective, see Roy Carr-Hill, “Whither (Research 
on) Unemployment?” in New Approaches to Eco- 


on household work and women’s hidden 
labor, but studies showing the interrela- 
tionship between these and changing 
patterns of formal employment would 
be useful, as would those that focused 
upon household work strategies and 
how these have changed over time.”8 

While studies of illegal trading in 
stolen goods and services are available,” 
little has been done on the relationship 
between irregular work and illegal ac- 
tivity. There have been one or two 
recent studies of the relationship between 
young people, irregular work, and drug 
use?! and reports on the informal econ- 
omy and female sexual slavery,*? but 
much more needs to be done. The broad 
issue of how different informal econ- 
omies sustain each other is one that has 
been particularly neglected outside of 
Marxist contributions. 

Studies that focus on the social class, 
ethnic, age, and sex composition of 
participants in informal economies have 


nomic Life, ed. Roberts, Finnegan, and Gallie. 

28. See esp. Jonathan I. Gershuny, Social 
Innovation and the Division of Labour (New 
York: Oxford University Press, 1983); Roberts, 
Finnegan, and Gallie, eds., New Approaches to 
Economic Life, sec. 6, which discusses household 
roles in a changing economy. 

29. See esp. Marilyn Walsh and Duncan Chap- 
pell, “Operational Parameters in the Stolen Pro- 
perty System,” Journal of Criminal Justice, 2:113- 
29 (1974); Cari Klockars, The Professional Fence 
(New York: Free Press, 1974); Marilyn Walsh, 
The Fence (Westport, CT: Greenwood Press, 
1977). 

30. See, however, Stuart Henry, The Hidden 
Economy: The Context and Control of Borderline 
Crime (Oxford: Martin Robertson, 1978); Simon 
and Witte, Beating the System; Philip Mattera, 
Off the Books: The Rise of the Underground 
Economy (New York: St. Martin’s Press, 1985). 

31. John Auld, Nicholas Dorn, and Nigel 


_South, “Irregular Work, Irregular Pleasures: 


Heroin in the 1980's,” in Confronting Crime, ed. 
Roger Matthews and Jock Young (London: Sage, 
1986). 

32. Kathleen Barry, “The Underground Eco- 
nomic System of Pimping,” Journal of Interna- 
tional Affairs, 35:117-27 (1981). 
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not been conducted, although some of 
the work on ethnic business is relevant 
here.33 How far informal activities are 
the province of children, vouth, the 
disabled, and the retired is an empirical 
question that at present we cannot 
answer.34 Indeed, there is a case for 
relating demographic information about 
who participates in local labor markets, 
who participates in self-help and mutual- 
aid groups, who holds double jobs, and 
so on to produce a composite picture of 
who participates most actively in infor- 
mal economies. 

Less obvious is to examine whether 
there exist informal information net- 
works and informal knowledge ex- 
changes in which people “list their skills, 
the condition under which they are 
willing to serve as models for others who 
want to learn these skills and the ad- 
- dresses at which they can be reached.”35 
This information may be’ part of a 
network of gossip, and the way it is 
communicated could tell us much about 
the way an informal system of education 
may underpin informal economies.* 

Informal institutions within existing 
formal institutions may also be usefully 
researched from the perspective of infor- 
mal economies. How far are formal 
decisions dependent upon an informal 
exchange of information? Clearly, this 
has been the hallmark of insider trading 


33. See Sandra Waliman, “Structures of Infor- 
mality: Variation in Local Style and Scope for 
Unofficial Economic Organisation in London,” in 
New Approaches to Economic Life, ed. Roberts, 
‘Finnegan, and Gallie; Roger Waldinger, “Immi- 
grant Enterprise and the Structure of the Labour 
Market,” in ibid. 

34. See Ferman and Berndt, ‘Irregular 
Economy.” 

35. Ivan Illich, Deschooling Society (London: 
Calder Boyars, 1971), p. 79. 

36. See Leslie M. Dow, “High Weeds in 
Detroit,” Urban Anthropology, 6:111-28 (1977); 
Colin Ward, “Community Education,” in Informal 
Institutions, ed. Henry. 
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and covert foreign policy operations by 
the U.S. government. Instead of imagin- 
ing that openness in business and govern- 
ment characterizes Western industrial 
democracy, perhaps we should make the 
assumption that beneath every formal 
institutional arrangement there is an 
informal set of customs and practices 
that are not themselves wholly explicable 
as rules or norms. Studies of such infor- 
mal networks of information trading 
would be invaluable to our under- 
standing of the way social life functions. 
Instructive, too, would be an examina- 
tion of the way the media constructs and 
manages information about what counts 
as the informal economy, how it presents 
the motives of those who are involved, 
and whether the media’s management of 
information is politically manipulated.37 

Finally, an important but less obvious 
direction for research on informal econ- 
omies is to examine their contribution 
to disaster management. It is clear, for 
example, that in the initial stages of 
natural disasters, such as earthquakes or 
floods, informal neighborhood networks 
are often first on the scene. We need to 
know how far informal support and 
coping networks are available, whether 
they are instantly formed in such situa- 
tions, how their effectiveness is impeded, 
and how they may better function. Some 
research is currently under way, for 
example, to look into the role informal 
economies might play in reconstructing 
economic exchange following a cataclys- 
mic event such as an asteroid impact, or 
a nuclear war, which would destroy the 
U.S. industrial infrastructure.38 


37. Stuart Henry, “Fiddling as a Media Issue,” 
Media Reporter, 6:41-43 (1982); Peter Golding 
and Sue Middleton, “Why Is the Press So Obsessed 
with Welfare Scroungers?” New Society, 46:195- ` 
97 (1978). 

38. Cantor, Henry, and Rayner, Markets, 
Distribution, and Exchange. l 
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, POLICY IMPLICATIONS 


Many academic discussions of infor- 
mal economies, with the exception of 
some writings by tax economists, are 
noticeably lacking in their treatment of 
the government as an actor and, more 
specifically, in their treatment of public 
policies. Yet governments vary radically 
in their reactions to informal economies 
and specifically to irregular work and 
those engaged in it. Government policy 
on tax, welfare, and crime shapes—if 
not creates—informal economies by de- 
fining what is formal and legitimate and 
thereby what is not. 


Taxation policy 


Tax policy issues include such ques- 
tions as whether or not tax policy creates 
incentives to participate in informal 
work or whether it simply changes the 
sectors in which such work would occur, 
and how or whether to control non- 
compliance. 

We can observe both different amounts 
and different government tolerances of 
informal activity across different coun- 
tries. Table 1 shows the range of esti- 
mates of a composite of informal econ- 
omies described as the underground 
economy for different countries. Thus in 
Italy, which tops the league for amounts 
of informal activity, there is a high 
tolerance of it on the part of government 
and the public. In contrast, in West 
Germany, where there is much less of it, 
there is also much less tolerance. The 
pattern of government attempts to con- 
trol it also vary almost directly with 
changes in unemployment; the higher 
the unemployment, the greater the en- 
forcement. In the United States there is 
a paradox that remains to be explained: 
there is a very high level of informal 
work activity with an implied public 
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acceptance and tolerance of it coexisting 
with a vigorously expressed, if not en- 
forced, government policy to apprehend 
noncompliant citizens, spearheaded by 
the Internal Revenue Service. ` 

In one of the most sophisticated 
attempts to measure the relative sizes of 
informal economies for different coun- | 
tries, Frey and Weck-Hanneman argue 
that the burden of taxation and of 
regulation as well as tax morality sig- 
nificantly influences the size and develop- 
ment of the informal sector.29 Because’ 
of their simultaneous consideration of 
multiple unobserved variables, their ap- 
proach produces rankings that question 
the accepted truth among many econo- 
mists that high-tax countries have larger 
than average informal economies. 

As can be seen from Table 2, high-tax 
countries such as Sweden, Denmark, 
and Holland do have a relatively high 
level of informal economic activity. Simi- 
larly, Spain, Japan, and Switzerland, 
being low-tax countries, have a relatively 
low level of informal economic activity. - 
However, Italy is a low-tax country and 
has, on most estimates, one of the 
highest levels of informal economic ac- 
tivity. This circumstance suggests that 
tax levels are not a sole determinant. 
This is explainable by incorporating 
other measures such as tax morality. On 
the measures available, Frey and Weck- 
Hanneman show that Switzerland has 
the highest tax morality while Italy has 
the lowest, but other influential factors 
are the country’s rate of unemployment 
and its level of economic development. 

In a review of these issues Carter 
distinguishes between the incentive and 
the opportunity for informal economic 
activity. He says, “High tax rates and 


39. Bruno S. Frey and Hannelore Weck- 
Hanneman, “The Hidden Economy as an ‘Unob- 
served’ Variable,” European Economic Review, 
26:33-53 (1984). 
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TABLE 7 
ESTIMATES OF THE SIZE OF THE UNDERGROUND ECONOMY 
IN SELECTED COUNTRIES 








Range of Estimates 
as Percentage of 





Country Gross National Product 
Italy. j 10-33 
United States 4-33 
Soviet Union 20-25 
Canada 5-22 
Sweden 1-17 
Norway : 2-16 
Japan 4-15 
United Kingdom 1-15 
Australia 3-13 
West Germany 2-12 
France 8-10 
Netherlands 5-10 
Austria 4. B 
Spain 1- 6 
Switzerland 3- 4 





SOURCE: Adapted from Carol S. Carson, ‘The Underground Economy: An introduction,” 
Survey of Current Business, p. 33 ‘May 1984); Michael Carter, “Issues in the Hidden Economy— 
A Survey,‘ Economie Record, 80:208-21 (1984). 


TABLE 2 
SIZE ESTIMATES OF THE HIDDEN ECONOMY AS PERCENTAGE OF 
GROSS NATIONAL PRODUCT IN 17 COUNTRIES OF THE ORGANIZATION 
FOR ECONOMIC COOPERATION AND DEVELOPMENT, 1978 








Percentage of 


Country Gross National Product 
Sweden 13.2 
Belgium 12.1 
Denmark 11.8 
italy l 11.4 
Netherlands 9.6 
France 9.4 
Norway g 9.2 
Austria 8.9 
Canada 8.7 
Federal Republic of Germany 8.6 
_ United States 8.3 
United Kingdom 8.0 
Finland . 7.6 
ireland 7.2 
Spain 6.5 
Switzerland l , 4.3 


Japan ; 4.1 





SOURCE: Bruno S. Frey and Hannelore Weck-Hanneman, “The Hidden Economy as an ‘Un- 
observed’ Variable,” European Economic Review , 26:46 (1984). 
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pervasive regulation supply the incentive 
for hidden activity.” The opportunity 
for evading taxes and regulations de- 
pends upon development, social struc- 
ture, and tax compliance. Some coun- 
tries may have high incentives but low 
Opportunities or vice versa. Those with 
low opportunities and low incentives, 
such as Switzerland, are thus found on 
the bottom of any hierarchy of size, 
while those with high incentives and 
high opportunities, such as the Scan- 
dinavian and Benelux countries, are 
found high in the rankings of informal 
economic activity. 

Carter also points out that the relation- 
ship between tax and informal economic 
activity, in general, is not one-way. Thus 
countries like Italy have low tax rates in 
part because people rely on social net- 
works to provide mutual support, thus 
requiring less in the way of formal 
services and therefore less taxation. 

We suggest that more work of a 
comparative nature that looks systemati- 
cally across countries should be done. 
Of particular interest would be a com- 
parison of the different policies that 
governments have toward off-the-books 
employment, the different sanctions they 
use to enforce these, and the relative 
rates of prosecution to apprehension. 
Also, it would be interesting to relate the 
relative difference between the rates of 
informal economic activity for different 
countries to the relative difference in 
their crime rates. For the United States, 
for example, the crime rate and the level 
of informal economic activity are both 
relatively high, whereas for Switzerland 
they are both relatively low. 


40. Marshall B, Clinard, Cities with Little 
Crime: The Case of Switzerland (New York: 
Cambridge University Press, 1978); Martin Killias, 
“Switzerland,” in International Handbook of Con- 
temporary Developments in Criminology: Europe, 
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In the United States, one of the most 


interesting policy questions is raised by ` 
the passage of the 1986 Tax Reform Act, 


most sections of which become effective 
in 1987. For those people at the bottom 
end of the socioeconomic scale who 
have relied upon informal income 
sources to get by and make out, this 
legislation has effectively decriminalized 
their work. Will this result in their 
ceasing to do informal work or will they 


now engage in extra work and follow the _ 


increased threshold to remain in the off- 
the-hooks category? 

The same law produced tax-rate 
changes for all categories of income, not 
just the marginal working poor. There 
was also elimination of many of the 
itemized deductions available to, and 
heavily used by, the middle-income and 
upper-income earners to lower their 
effective marginal rate. It remains to be 
seen whether and to what extent the new 
lower rates will bring changes in these 
persons’ use of off-the-books workers 
and irregular services. How will these 
changes affect the class distribution of 
irregular work, and will the changes 
further reinforce exploitation by the 
most powerful and active members of 
the society? 

Another and related issue is the effects 
of the enforcement of tax laws on the 
public and the social costs of these. If 
informal economic activity is being used 
to supplement welfare for the poor, 
which some studies now seriously ques- 
tion,*! is its control debilitating for that 
section of the population? Would it 
make mote sense to put all the emphasis 
on major tax evaders and leave the 
bottom end of the social hierarchy rela- 


Africa, the Middle East and Asia, ed. Elmer H. 


Johnson (Westport, CT: Greenwood Press, 1983). 
Al. Pahl, Divisions of Labour. 
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tively unpoliced? In the absence of effec- 
tive policies for the transition of the 
unemployed to the formal work force, 
informal work may provide a means of 
work training and a source of integrity 
that countertrend the dependency notion 
of welfare checks. Alternatively, is heavy 
policing likely to force to the surface 
contradictions that might otherwise be 
masked and through their exposure bring 
structural changes in the formal econ- 
omy? From this perspective, policing 
evasion might indirectly be an agent of 
social change, while failure to police it 
might better sustain the status quo. 


Put simply, when tax policy and its , 


enforcement are altered, changes occur 
in the relationship between informal 
economies, the formal market economy, 
and the redistributive economy, and we 
need to know about these changes if we 
are to formulate and implement effective 
policy. The current situation provides 
the opportunity for a quasi-experimental 
design to measure the effects of tax 
reform on the amount of participation 
and which groups are affected by such 
reform. For example, if a panel survey 
could be done for each of the next three 
years, we could get a sense of irregular 
participation and how this changes, as 
the public’s behavior changes, in relation 
to the new tax law. It would also be 
useful to follow up such work at five- 
year and ten-year intervals to examine 
the long-term effects. 


Labor policy 


In considering labor policy it is worth 
distinguishing informal work inside em- 
ployment, such as the pilfering and 
fiddling of goods and services, and the 
unofficial use of company time, from 
work outside employment such as irregu- 
lar, off-the-books work and household 


or domestic labor. 

A particularly important area of labor 
policy concerns industrial relations. With- 
out an understanding of the important 
role of informal work inside employment 
it is difficult to appreciate the way in 
which organizational and technological 
change can affect workplace relations, 
as Gerald Mars has convincingly argued.*? 

At amore macro level of labor policy 
we can see that an appreciation of 
informal work outside of employment is 
essential if a realistic assessment of a 
society’s economic performance is to be 
gauged. The measure of labor force 
participation, as an indicator of a na- 
tion’s economic activity, is severely under- 
stated it if excludes the estimated one- 
fifth to one-third of the population 
engaged in irregular work. Related to 
this is the question of what relationship 
exists between formal employment and 
informal work in terms of the relative 
participation rates. If the most active 
members of the formal economy are the 
most active in informal economies, 
then what kind of unemployment policy 
would be most effective in stimulating 
those inactive in both these sectors? 

As Hoyman points out in this volume, 
in no area of labor are the policy implica- 
tions as great as in the work status of 
women. Not only would labor force 
participation rates be transformed were 
we to take account of women’s participa- 
tion in the irregular economy, but classic 
measures of economic activity such as 
the gross national product would in- 
crease by as much as one-third if the 
value of their contribution were counted. 


42. Gerald Mars, Cheats at Work: An Anthro- 
pology of Workplace Crime (London: George 
Allen & Unwin, 1982), p. 184. 

43. Jeremy Alden, “Holding Two Jobs: An 
Examination of ‘Moonlighting,’ ” in Informal 
Institutions, ed. Henry. i 
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This also has implications for the value 
of the work women do whether it is in 
the irregular economy or not, for the 
increasing visibility of their status, and 
for the effects that this may have on their 
self-image. One clear indication is that if 
women’s hidden labor were included, 
the progress toward comparability would 
likely be shown to be inadequate since 
when all work that women do is included 
the overall wage of women relative to 
men is even lower. 

Day care is a critical policy issue for 
women’s emerging status in both formal 
and informal economies. It is noteworthy 
that the current debate about welfare 
reform has produced an overwhelming 
consensus for the workfare approach to 
welfare as a panacea for the problems of 
mothers receiving Aid to Families with 
Dependent Children. However, unless 
low-cost, safe day care is available, 
welfare and low-income mothers will be 
unable to pay for the day care costs let 
alone the other expenses. The provision 
of such day care could transform the 
options of those millions of women who 
currently are forced to accept employ- 
ment at minimum wage. 


Welfare policy 


A related issue concerns welfare policy ` 


generally and government reliance on 
informal economies, particularly social 
economies of mutual aid and self-help, 
care networks that are often provided by 
women. The argument of some authors, 
that unemployment and the fiscal prob- 
lems of the welfare state can be absorbed 
by encouraging a greater use of self-help 
solutions, can be criticized because 


\ 
44. J. I. Gershuny, “The Informal Economy: 
Its Role in Post-Industrial Society,” Futures, pp. 
3-15 (Feb. 1979); Rolf G. Heinze and Thomas Olk; 
“Development of the Informal Economy: A Stra- 
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such a solution would allèviate the pres- 


sure on. government and professional 
care-givers to address the inefficiencies 
of their services.45 Indeed, as Cornford — 
says, “Self-help requires means, and it 
will be a bitter mockery if it becomes the 
excuse for a prosperous, secure and well 
paid majority to turn its back on the 
sick, the disabled and the poor and 
unemployed.” Similarly, some have > 
questioned whether relying on informal 
economies as a lubricant for inefficien- 
cies and inequities in the wider economy 
is wise, since “greater benefits might be > 
achieved . . . by removing unwise ' 
regulations.™7 

Indeed, one of the dangers of informal _ 
economies is that they may actually 
prevent policy reform by providing 
grounds for governments to off-load 
their more difficult functions, to dodge 
their responsibilities, and to have a 
ready-made excuse to avoid social . 
change. Moreover, informal economies 
may effectively palliate those with im- 
mediate needs and pacify the most voci- 
ferous of society’s critics who are deluded 
into thinking that their problems are 
solvable through local action. Energy is 
then diverted from more fundamental 
criticism of the wider society because.of 
the day-to-day demands of informal 
economic activity. Whether informal 


_economies are socially beneficial or not,- - 


there is no question in our minds that 
adequate policy must address their pres- 
ence if policymakers are going to gain a 


tegy for Resolving the Crisis of the Welfare State,” 
Futures, pp. 189-204 (June 1982). = 

45. Stuart Henry, “The Dangers of Self-Help 
Groups,” New Society; 44:654-56 (1978). 

.46. Cornford, “The Revival of Self-Help,” in 
Informal Institutions, ed. Henry, p. 197. 

47, Michael Carter, “Issues in the Hidden 
Economy-——-A Survey,” Economic Record, 60:219 
(1984). 


+ 


170 


a 


~ 


greater handle on the outcome of their 
interventions. 


Criminal justice policy 

There are a number of ways that 
informal economies affect crime and 
criminal justice policy. It has long been 
recognized by criminologists that the 
official crime statistics only account for 
_ the tip of the iceberg as far as the actual 
level of crime is concerned. The vast 
bulk of criminal activity goes unreported 
and: often undiscovered, even by the 
victims.“ A portion of that undiscovered 
crime is the illegal supply and exchange 
of stolen goods and services. 

One of the obvious policy implications 
for criminal justice is that if crime- 
control policies are based on the dis- 
covered official crimes and these are 
unrepresentative of all crime, then those 
that are undiscovered are likely to remain 
uncontrolled. A good example of this is 
the long-held assumption that stolen 
goods are the direct outcome of active 
predators such as thieves and burglars, 
who search for passive receivers of their 
- stolen merchandise. Others, however, 
_ take the view that the fences of stolen 
goods are actually the driving force 
behind the thieves, controlling their oper- 
_ ations. Some even suggest that the fences 
-are unofficially permitted this role by 
politicians and police in exchange for 
favors, such as information on thieves in 
order to produce an overall satisfactory 
prosecution rate.49 Once this is recog- 


48. See Richard F. Sparks, Resecrch on Vic- | 


tims of Crime: Accomplishments, Issues and New 
Directions (Washington, DC: Government Print- 
ing Office, 1982); Bureau of Justice Statistics, 
Report to the Nation on Crime and Justice: The 
Data (Washington, DC: Department of Justice, 
1983). 

49. Klockars, Professional Fence; Stuart 
Henry, “On the Fence,” British Journal of Law 
and Society, 4:124-33 (1977). > f 
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nized, the focus of crime-control policy 
will have to shift to the tradérs and the 
buyers rather than their predatory ac- 


complices if it is to zut the parasitic © 


behavior effectively.» 

A similar revision cf policy is neces- 
sary if we take into account the role of 
informal economies amd drug addiction. 
The conventional view is that narcotics 
cause crime and that cutting addiction 
cuts crime. Auld, Dorn, and South 
argue that the low level of welfare 
payments is inadequate to satisfy basic 
needs for housing, c othing, heating, 
and food.5! In order to meet these needs 
people engage in irregular work, and it is 
through their involvement in this par- 
tially illegal irregular economy that they 
sometimes encounter and come to buy 
and sell narcotics suck as heroin. Thus 
crime, in the form of Ilegal trading in 
goods and services, can be seen to lead 
to heroin use. Auld, Dorn, and South 
pinpoint the policy implications of this 
exactly: 


A shift in economic polices that reduced the 
extent to which the irregular economy per- 
meates increasing numbezs of inner-city and 
other areas would reduce petty crime, and 
with it much heroir use in its presently 
expanding forms. A direct assault by law 
enforcement agencies agaist episodic heroin 
users, by contrast, would do relatively little 
to dent the criminal aspects of the irregular 
economy in which they play only a part.52 


Also important is the study of the 
motivations of those engaged in illegal 


50. On inhibiting traders, see Ted Roselius 
and Douglas Benton, “Marketing Theory and the 
Fencing of Stolen Good3,” Lenver Law Journal, 
50:177-205 (1977); on inhibitizg buyers, see Joseph 
F. Sheley and,Kenneth D. Batey, “New Directions 
for Anti-Theft Policy: ReJuct-ons in Stolen Goods 
Buyers,” Journal of Crirsina: Justice, 13:399-415 
(1985). 

51. Auld, Dorn, and Sou.h, “Irregular Work, 
Irregular Pleasures.” 

52. Ibid., p. 173 
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trading activities. As numerous studies 
have shown,°*} the meaning of engaging 
in illegal activity can be social rather 
than monetary. People participate not 
only for material rewards but for the 
satisfactions of prestige, status, reciproc- 
ity, and even altruism. Acknowledging 
the existence of informal economies 
demands that we do not simply assume 
that the meaning of their informal illegal 
trading is the same as that of trading in 
the wider market economy of capitalism, 
that is, that their informal illegal trading 
is motivated by material profit. Where 
the underlying meaning of illegal trading 
is predominantly social, crime control 
policy based on increasing the material 
costs of trading is unlikely to be effective. 
More appropriate responses might in- 
volve increasing the legitimate opportuni- 
ties for obtaining the social satisfactions, 
and placing greater reliance on informal 
networks of social control, since these 
operate through the very communities 
and networks that channel illegal trade.4 

This does not, however, imply that 
we simply need to develop a more 
sophisticated undercover response in 
order to penetrate the underground. It 
means instead that we need to adopt a 
new perspective toward crime. As some 
commentators have recognized, tradi- 
tional criminological and criminal justice 
research that accepts the fragmentation 
of crime from the communities and 
networks.in which it is inextricably tied 
is unhelpful. Cyril Robinson, for ex- 
ample, says criminal justice should en- 


53. Henry, Hidden Economy, Ferman and 
Berndt, “Irregular Economy” Mars, Cheats at 
Work. | 

54. Stuart Henry and Gerald Mars, “Crime at 
Work: The Social Construction of Amateur Pro- 
perty Theft,” Sociology, 12:245-63 (1978); Stuart 
Henry, “Controlling the Hidden Economy,” Em- 
ployee Relations, 1:17-22 (1979); idem, Private 
Justice (Boston: Routledge & Kegan Paul, 1983). 


gage in “putting reality back together, of 
thinking whole” and calls for an ap- 
proach to community justice research in - 
which we l 
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study the interpenetration of communal by 
societal structures and values, how each 
generates “different networks of social interac- 
tion,” the competitive beckoning call of 
success and prestige from local and societal 
institutions, the pattern of local and national 
elites and their relative influence, the extent 
that community economic activities are em- 
bedded in the web of social relations, and 
how all these influence the problems, possibil- 
ities and interplay of formal and informal 
social control.55 


CONCLUSION 


The challenge of informal economies 
to social science is that they offer a 
glimpse at the dark side of a moon. They . 
at once enable us to see familiar struc- 
tures and processes in their formation 
and to see how human agents manage 
their social creations. The task for any- 
one defining, classifying, and explaining 
informal economies is enormous, for its 
complexity defies any simplistic treat- 
ment and requires that we draw on all 
our disciplinary insights and knowledge © 
simultaneously. Theoretically, informal 
economies offer an ideal context to 
explore some of the new directions in | 
integrated theorizing that have emerged 
in the 1980s.56 Empirically, the area is 


55. Cyril Robinson, “Criminal Justice Re- 
search: Two Competing Futures,” Crime and 
Social Justice, no. 23, p. 122 (1985). 

56. See especially Giddens, Constitution of 
Society; Karen Knorr-Cetina‘and Aaron Cicourel, 
eds., Advances in Social Theory and Method- 
ology: Towards an Integration of Micro- and 
Macro-Sociologies (Boston: Routledge & Kegan 
Paul, 1981). Fora seminal application of integrated ` 
theorizing to the relations between formal and 
informal institutions, see Peter Fitzpatrick, “Law 
and Societies,”-Osgood Hall Law Journal, 22:115- 
38 (1984). 


c 


172 THE ANNALS OF THE AMERICAN ACADEMY 


perhaps one of the most important that 
social science has discovered since the 


recognition that industrialization was 


not going to unify all nations. What 
seems to be emerging from the last ten 
years of work is certain evidence that 


people can make a difference to the 


structures that shape their lives, that . 


many more people are involved in them 
than their peripheral status would sug- 
gest, and that the rewards of participation 
are often as much social as material.. 
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AND POLITICS 


BLITZER, WOLF. Between Washington and 
Jerusalem: A Reporter’s Notebook. Pp. 


xii, 259. New York: Oxford University . 


Press, 1985. $15.95. 


SHARKANSKY, IRA. What Makes Israel 
Tick? How Domestic Policy Makers Cope 
with Constraints. Pp. xii, 184. Chicago: 
Nelson-Hall, 1985. $22.95. Paperbound, 
$9.95. 


For those who consider themselves close 
friends and determined supporters of Israel, 
Between Washington and Jerusalem offers 
much that they will find agreeable. In a 
descriptive and journalistic style Wolf Blitzer 
provides a ringing affirmation of U.S.-Israeli 
ties. Based on extensive interviews with 
major figures in the U.S., American Jewish, 
and Israeli political establishments, and on 
insights culled from many years of experience 
as the Washington correspondent of the 
Jerusalem Post, Blitzer focuses on the com- 
plex relationship between American Jews, 
the various branches of the U.S. government, 
and the government of Israel. _ 

Yet for those who view U.S.-Israeli rela- 
tions more open-mindedly, acknowledging 
both benefits and costs, or for those with 
greater experience of the issues raised by the 
U.S.-Israeli relationship, Blitzer’s book is 
disappointing and disturbing. It is disap- 


173 


insider and reportorial perspective rarely 
sheds new light on the major issues that are 
at the heart of the events he has recorded. He 
is thorough in presenting the personalistic 
aspects of these events, but as a result the 
book is a forest of anecdotal details. It seems 
that the only criterion for including a fact, 
story, or quotation is that it reflect favorably 
on Israel. This leads to the second disap- 
pointing aspect of the book: it is so clearly 
one-sided. Blitzer has done an excellent job 
in his daily work as a reporter, but he has not 
applied his critical or investigative faculties 
as sharply in preparing this book. More 
accurately, he applies those faculties only to 
the Washington side of his story. Whenever - 
he turns to the Jerusalem side, they are 
conspicuously absent. 

Finally, the book is disappointing because 
in making his case Blitzer seems unable to 
escape the shopworn conventional wisdom 
that seeks to meld realpolitik and morality 
into a unified justification of U.S. support. 
Israel’s status as a democracy and as a 
symbol of the Holocaust, its vulnerability to 
the Arab states, despite its power to deter 
Soviet ambitions in the region, its role as an 
intelligence asset for the West, all of these are 
called into play in an effort to persuade 
American readers that U.S. and Israeli inter- 
ests in the Middle East are the same and that 
where they diverge, Israel’s interests should 
prevail. 
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-Itis Blitzer’s emphasis on the primacy of 

Israel’s interests that is disturbing, especially 
in his portrayal of American Jews. Unless 
American Jews are actively supporting Israel, 
they are shown as failing in their “special 
responsibility.” Whatever the Israeli govern- 
ment does, American Jews, especially those 
in positions of political power, are expected 
to fall into line. If not, as Blitzer points out, 
they will be “quickly brought into line.” 
Support for Israel is seen as properly re- 
flexive. He quotes a leading figure in the 
Jewish community: “ ‘Unless something is 
really pressing, really critical or fundamental, 
you parrot Israel’s line.’ ” For another Ameri- 
can Jewish leader the issue is very simple: 
“The [Amerian Jews] who are critical are 
the ones who are hostile to Israel.” This is 
disturbing not only because it seeks to replace 
the emotional, intellectual, and political 
autonomy of American Jews with zn unthink- 
ing commitment to Israel, and because it 
establishes a political litmus test upon which 
the identity of American Jews as Jews is 
shown to rest, but also because we cannot 
doubt that Blitzer is accurately depicting the 
mind-set of the leading figures in the Ameri- 
can Jewish community. Only time will tell 
whether this abdication of a mcre critical 
role has helped to sustain Israel or has in fact 
contributed to developments that threaten 
Israel’s future. 

What Makes Israel Tick? is a descriptive 
survey of the management and organization 
of political interests in Israel from a public 
policy or public administration perspective. 
In this sense, the policies that Blitzer presents 
to us as given are shown by Sharkansky as 
the consequence of an involved and con- 
tentious process. Taking the historic 1977 
elections, which brought the Likud Party to 
power for the first time, as an oppartunity to 
explore the learning process of a new govern- 
ment, Sharkansky primarily covers the poli- 
tics of economic policymaking. Though he 
includes a chapter on religion and politics, it 
is weaker than the sections on budgetary 
issues, where he brings the insights of first- 
hand experience in the policy process to his 
work. Overall, Sharkansky finds that despite 
significant distinctions between the Labor 


and Likud parties on the level of rhetoric, the 
constraints on policymakers lead to relatively 
high levels of consistency in actual policies. 
At the same time, the recognition and ac- 
ceptance of these constraints constitute the 
great and painful lesson that the Likud Party 
must learn. In short, Sharkansky has pro- 
duced a good introduction to public adminis- 
tration in Israel, which is strongest on 
budgetary and fiscal matters. Though it 
contains few new insights in other areas, the 
book nonetheless manages to cover a lot of 
ground quite succinctly. 
STEVEN HEYDEMANN 
University of Chicago 
Illinois 


BUEHRIG, EDWARD H. The Perversity of 
Politics. Pp. 116. Wolfeboro, NH: Croom 
Helm, 1986. $27.50. 


This volume expresses Buehrig’s “lack of 
certainty as to exactly what lesson the pursuit 
of political science for some fifty years has 
taught me” and does so in elegant, lapidary 
prose. But since Buehrig is not certain how to 
reduce politics to a science, it is hard for a 
reviewer to summarize his argument in less 
space than he takes to set it forth. Suffice it to 
say that he emphasizes the unforeseen and 
incalculable aspect of politics, a “quest for 
security” that involves both conflict and 
cooperation—inevitably and inescapably. 
But, to cap the complexity, “conflict can 
have a positive effect in and of itself,” largely 
through the stimulus to cooperation within a 
particular group that conflict with an outside 
enemy may arouse. 

Buehrig devotes an interesting chapter to 
the ambiguous and changing relationships 
between religion and secular government. As 
he points out, religious collision created the 
modern pattern of politics: 


Always theoretically incompatible, universalisms, 
whether Islamic, Christian, or Chinese, became 
practically so when discovery—joined by philos- 
ophy—exposed their ethnocentrism. ... Legitimisa- 
tion of authority and its allocation could no longer 
pander to ideological fantasy. The upshot was 
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transition to a pattern of authority below the 
pretension of universal rule. International law— 
newly conceived—lod ged sovereignty in territorial 
units and prescribed legal equality between them. 
Thus personal jurisdiction natural to acommunity 
of believers—as in Islam and Christianity—gave 
way to territorial jurisdiction divided among inde- 
pendent entities. Further still, authority—no 
longer sanctified from above—came to rest on 
consent from below (p. 29). : 


But a world of sovereign, independent, 
and rival states has its difficulties, too. The 
book concludes: 


The limited warfare of the eighteenth century bore 
a meaningful relationship to the attainment of 
political goals. As war has since become increas- 
ingly total and as its meaningfulness as an instru- 
ment of policy has steadily declined, it is ironical-— 
testimony to the perversity of politics—that the 
sacrifices of conflict, rendered ever greater by 
science and technology, have yielded very little 
indeed to the inviting prospects of cooperation (p. 
112). 


The least satisfactory part of the book is 
the second chapter, entitled “The Power 
Overtone.” The meaning of this unfamiliar 


phrase remains opaque to me. From the. 


examples he uses, Buehrig makes clear that it 


refers to behavior aimed at asserting prestige 


and/or honor. But these intangibles seem 
interchangeable with “influence” in his vocab- 
ulary, and the chapter concludes by stating 
that it was none of these, but hope that 
provoked American entry into World War I, 
although he seems to be using that involve- 
ment as an example of the “power overtone” 
in action. 

But such confusion—or seeming confu- 
sion-—is uncharacteristic. Elsewhere the vol- 
ume is clear, concise, well informed, and 
wise. His principal message, perhaps, is this: 


The central importance of law—as a means of 
coping with the power overtone and of coordinat- 
ing networks of personal relations—needs to be 
greatly emphasized. But alone, it is not enough. 
However impressive architecturally, its efficacy 
rests on asubstratum of political culture affording 
a degree of trust among strangers (beyond family, 
clan and tribe) that tempers political competition 
and invests economic enterprise with confidence. 
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That trust, he goes on, “is a precarious 


' achievement,” historically conditioned, and 


depends on “responsiveness to rational and ` 
moral influence and practice of an. ac- 
customed civility.” . 

Buehrig’s book is eminently civil, and as 
such it counts as areal, if minor, contribution 
to the sort of politics he and other liberally 
minded persons seek to encourage. 

WILLIAM H. McNEILL 

University of Chicago 

Ilinois 


CABLE, JAMES. The Geneva Conference of 
1954 on Indochina. Pp. xii, 179. New - 
York: St. Martin’s Press, 1986, $32.50. 


CHADDA, MAYA. Paradox of Power: The 
United States in Southwest Asia, 1973- 
1984. Pp. xi, 278. Santa Barbara, CA: 
ABC-CLIO, 1986. $35.00. Paperbound, 
$20.00. 


At first glance these volumes have little in 
common. Despite its title, Cable’s book is 
not an account of the Geneva Conference per 
se, but of the British diplomacy that led to 
and shaped the conference, while the Chadda 
study concerns U.S. foreign policy. Cable 
reviews events in 1954 that concerned South- 
east Asia; Chadda begins two decades later 
with events in a quite different part of the 
world. ? 

On further reflection, however, it is appar- 
ent that they overlap in various ways. Each 
concerns efforts by great powers to impose 
order and stability in sensitive areas of the 
Third World. Southeast and Southwest Asia 
were, and remain, arenas where the interests 
of major states intersect, raising the distinct 
possibility of direct confrontation. Next, 
each author emphasizes the impact of domes- 
tic political factors on foreign policy. Each 
points out how great powers displayed limited 
understanding of the powerful domestic 
forces at work in either geographical area. 
Third, despite the implications of the pre- 
ceding point for theory in the field, neither 
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book involves any serious application of 
theory or attempts to translate the findings 
into theoretical terms. For the most part, 
Cable and Chadda recount events and offer 
analysis only within the framework of the 
events that unfolded. 

Finally, both give attention—modestly in 
one, centrally in the other—to the American 
tendency to overvalue and improperly employ 
military power and its related instruments— 
_ arms transfers, security assistance, and the 
like—at the expense of other tools of state- 
craft. With respect to Southeast Asia this led 
to Washington being odd man out at the 
Geneva Conference, and to a determined 
. American effort—ultimately military in na- 
ture—to frustrate the intended results of the 
Conference. In Southeast Asia it has meant a 
heavy investment in arms transfers, military 
bases, and power projection forces with, 
Chadda concludes, no commensurate gains 
in U.S. influence or regional stability. 

The Cable book is fine reading and will be 
of interest to students of either British foreign 
policy or the postwar history of Indochina. It 
offers an insider’s perspective—Cable was 
on the British delegation to the Confer- 
ence—and richly conveys the human dimen- 
sion of diplomacy through brief but pene- 
trating sketches of the leading personalities. 
It takes issue with certain myths about the 
Conference and sensibly concludes that the 
chief result of the Conferenc2z—and of 
Britain’s role in it—was to get Europe well 
out of the disaster in Southeast Asia that 
American policy was eventually to produce. 

Maya Chadda covers the international 
politics of the region from Egypt to Pakistan 
in a smooth and readable fashion, quite an 
accomplishment in view of the detailed infor- 
mation presented. The discussion of U.S. 
policy in the region consistently links it to 
American global problems and perspectives, 
` and proceeds from one administretion to the 
next in exploring the intellectual conceptions 
that have guided American actions. The 
ultimate thrust of her analysis is rejection of 
the Reagan administration’s approach to 
overestimating Soviet influence and the 
Soviet threat in Southwest Asia, relying too 
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heavily on military instruments and failing | 
to understand fully the regional and local 
dimensions of conflict and change in the 
societies in that area. Chadda does, however, 
find the administration being more flexible 
in Reagan’s second term. 
PATRICK M. MORGAN 
Washington State University 
Pullman 


DOWER, JOHN W. War without Mercy: 
Race and Power in the Pacific War. Pp. 

- xii, 399. New York: Pantheon Books, 
1986, $22.50. 


The war in the Pacific was, as a continuing 
stream of scholarship reminds us, a savage 
affair. Forty years of peace and friendship 
between the United States and Japan have 
done little to soften the images of the conflict: 
Pearl Harbor, the Death March on Bataan, 
the grim fighting afloat and on blood-soaked 
islands, the suicidal resistance of doomed 
Japanese troops, the fire-bombings of Jap- 
anese civilians, the atomic strikes on Hiro- 
shima and Nagasaki. So harrowing was the 
conflict, and so voluminous the literature 
concerned with it, that one is almost startled 
to find a study that not only adds a virtually 
new dimension to the story, but offers a 
remarkably original interpretation of why 
the conflict proceeded along its particularly 
brutal path. The thesis of John Dower’s War 
without Mercy is something of a shock: the 
struggle in the Pacific was a race war. That 
fact, Dower holds, is central to an under- 
standing of why Americans and Japanese 
fought one another as long and as hard as 
they did. 

According to Dower, many of the war’s 
excesses—including the barbarous treatment 
of or unwillingness to take prisoners, and the 
massive assaults on civilians—stemmed from 
deeply ingrained racism on both sides. Cen- 
turies of tradition had taught the Japanese to 
exalt their Yamato race above all others, a 
view that easily bred contempt for their 
enemies; they were convinced that Americans 
were a decadent and unclean people with no 
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stomach for a fight. This outlook extended 
even to other Asians—thus the ghastly 
slaughter of noncombatant Chinese—despite 
the fact that much of Asia applauded the 
humiliation of the white imperial powers. 
American racism was equally virulent. Gener- 


ations of Americans had considered Japanese 


as inferior to whites, a belief that, before the 
war, allowed the United States habitually to 
underrate Japanese resolve and military poten- 
tial. Yet after Japan’s stunning early vic- 
tories, this same racism portrayed the Jap- 
anese as mindless fanatics, apelike in manner, 
brutal beyond parallel, and willing to die as a 
nation for the emperor. Neither side could 
see the other in any but the grimmest of 
stereotypes. 

This dark picture of the Pacific war 
derives from meticulous and impressive re- 
search. Dower drew on the official reports, 
military documents, and popular press and 
media—including cartoons and films—of 
both sides. In addition, he found that 
scholarly Japanese and American studies of 
the national character of the enemy generally 
reinforced popular racist perceptions. Thus, 
while fully acknowledging that racism was 
also a factor in the European struggle, War 
without Mercy holds that racial stereotypes 
more deeply characterized Pacific opera- 
tions. If Americans hated the Nazis, they still 
saw Germans as white and Western; Allied 
propaganda found room for the good German 
while depicting the Japanese almost ex- 
clusively as unified and undifferentiated 
fanatics. 

Using a clear organization and polished 
writing, Dower is a careful and persuasive 
historian; his path-breaking study oversteps 


' the evidence only near the end of the book. 


He implies that racism, in great measure, 
kept the war going longer after both sides 
knew that Japan must lose—that is, after 
mid-1944——after which time the antagonists 
suffered more casualties than during the 
years when the issue still hung in the balance. 
Yet to assign such importance to racism is 
probably misleading. Warring nations seldom 
know when to quit: Germany also fought on 
long after most Germans knew they were 
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finished; if Allied aircraft devastated Tokyo 
and other Japanese cities late inthe war, they 
did the same.to Dresden; peaking American 
war production and huge troop reinforce- 
ments from Europe would have inflicted 
crushing losses on Japan in any case. Uninten- ` 
tionally, Dower himself may have underrated 
the Japanese: backs to the wall, Japanese 
soldiers and sailors were skillful and brave; 
most civilians were stalwart amid fright and 
weariness. There is no reason to suspect that 
they would not have gone down fighting 
even in the absence of a race war—history is 
replete with examples of similar desperation. 

Dower concludes on a note of caution. / 
The war stereotypes did not die on V-J Day, 
but adapted to the circumstances of peace. | 
Japan, for instance, drew on traditions 
holding that one could learn from outsiders_ 
without becoming like them. General Mac- 
Arthur assumed a paternalistic attitude to- 
ward the conquered Japanese that was, if — 
more benevolent, fully in keeping with prewar 
notions of Western superiority. Yet the stereo- 
types of race remained, even if on a more 
subtle level. Indeed, the vocabulary of con- 
flict is still employed occasionally in the 
modern trade war between America and 


_ Japan—for example, “economic Pear] Har- 


bor.” This is a point worth considering, for 
given the events of forty years ago, the 
resurrection of war words is too serious a 
business to treat lightly. John Dower has 
explained why in one of the most important 
histories of the past decade. 
MARK EDWARD LENDER 
Kean College of New Jersey 
' Union 
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DWORKIN, RONALD. Law's Empire. Pp. 
xii, 470. Cambridge, MA: Harvard Univer- 
sity Press, Belknap Press, 1986. $20.00. 


If “good wine needs no bush” and “a good 
play needs no epilogue”—and both assertions 
have the high authority of Shakespeare— 
then a good book is also its own assertion. 
Hence my hesitation to review this book of 
legal philosophy; it needs no review. The 
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subject is of enthralling interest. The law 
concerns every human being, il is always 
with us, and it directs the path of our destiny 
from cradle to grave. 

With erudition and provocative insight, 
Dworkin, utilizing the principles that ground 
the Anglo-American legal system, presents 
his theory of law by harmoniously combining 
philosophy with the abstract and law with 
the concrete. ; 

Dworkin approaches the law, that expres- 
sion of civilization that closely approaches 


perfection, by propounding the major philo- . 


sophical question faced in all American 
complex cases: “In difficult cases how do and 
how should judges decide what the Law is?” 
Dworkin argues that judges must decide 
hard cases by interpretation rather than 
precedent, In his critique of what interpreta- 
tion is, its structure, and how to best select 
one interpretation as better than others, he 
creates an imaginary judge of superhuman 
intellectual power and patience who accepts 
laws as integrity. Dworkin calls him Hercules. 

At first, the title of this book seemed 
inappropriate to me, but upon reflection it is 
seen to be aterm of reality. For in dearing on 
his or her shoulders the burdens of humanity, 
the American judge must cling to institutions 
that he or she knows and have been proven, 
while investing most of his or her energies in 
determining what the law is and applying it, 
with integrity, to the disputes at hand. 

Through several chapters we follow Hercu- 
les’ career by viewing the types af tensions 
and judgments he must face in delicately 
deciding hard cases. Intertwining sympathy, 
imagination, varied knowledge, and diction 
as clear as a mountain stream, Dworkin 
discusses how the judge’s interpretation in- 
cludes his delicate balance between political 
convictions of different sorts and contributes 
to decisions balancing individual rights ver- 
sus the good of community. 

Perhaps his best discourse stressing the 
primary theories on the general character of 
law is found in his six interpretations on the 
question of emotional damages in civil cases. 
He first explores the theory that the law of a 
community should be based on only what 
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the established conventions of the community 
say it is. Then he moves to another major 
theory, which assumes that law is best under- 
stood as an instrument of society to achieve 
its goal. Dworkin argues forcefully and 
persuasively against both these views. He 
insists that the most fundamental point of 
law is not to report consensus or provide 
efficient means to social goals, but to answer 
the requirement that a political community 
act in a coherent and principled manner 
toward all its members. 

It is rare to read a book on the philosophy 
of law written by a mind that so harmoniously 
combines the two. Books on the theories of 
American law will proliferate with the bicen- 
tennial of the Constitution in 1987, but few 
will be as strikingly original or readable as 
this one. 


GERALD L. SBARBORO 
Circuit Court of Cook County 
Chicago 
Dhnois 


LIVINGSTONE, NEIL C. and TERRELL E. 
ARNOLD, eds. Fighting Back: Winning 
the War against Terrorism. Pp. x, 268. 
Lexington, MA: D. C. Heath, Lexington 
Books, 1986. No price. 


RA’ANAN, URI et al. Hydra of Carnage: 
International Linkages of Terrorism, The 
Witnesses Speak. Pp. xvii, 638. Lexing- 
ton, MA: D. C. Heath, Lexington Books, 
1986. No price. 


Since the mid-1970s, the problem of 
terrorism, or—to use the neologism currently 
in vogue—low intensity violence, has in- 
creased dramatically. Not only has the sheer 
number of attacks multiplied, but the re- 
sultant number of casualties has continued 
to climb. Complicating this trend have been 
two extremely ominous developments. First, 
recent evidence indicates that there has been 
a tremendous increase in the amount of state 
sponsorship of terrorist organizations. Sec- 
ond, the technological sophistication of ter- 
rorist attacks has also continued to rise. 

One of the few developments that has 
kept pace, or even perhaps surpassed, this 
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increase in terrorism is the amount of airtime 
and ink being devoted to the problem of 
terrorism. Unfortunately, much of this has 
been excessively sensationalist and has ig- 
nored the many complexities of the problem. 
The two volumes reviewed here represent a 
long-awaited and welcome break from this 
trend. The volumes contain a plethora of 
articles written by specialists on terrorism 
drawn from academia, government, and the 
private sector. The articles address the varied 
causes of terrorism, its international linkages, 
and the ways in which terrorism and its 
effects might be alleviated. The proposals for 
inhibiting terrorism include various diploma- 
tic, legal, economic, and military options. 
However, if there is a central theme that 
emerges from both of these volumes, it is that 
the United States must fight back to stem the 
tide of terrorism, and for most of the authors 
discussed here this means an explicit willing- 
ness to use force both for preemptive attacks 
and for reprisals. 

Those articles that examine the causes of 
the recent increase in terrorism generally 
highlight three particularly salient factors: 
the ability of terrorists to gain media cover- 
age, the inability or unwillingness of Western 
societies to defend themselves against terror- 
ism, and the growing state sponsorship of 
terrorist activities. While a number of authors 
do sink to gleeful media bashing, an articulate 
defense of the news media is provided by 
Sander Vanocur. In short, Vanocur argues 
that the increased ability of terrorists to use 
the news media for their own ends is not so 
much a function of the liberal political 
philosophy of the media, but a direct result 
of recent technological and business trends, 
such as the development of cheaper, lighter- 
weight remote equipment and the prolifera- 
tion of non-network news organizations. 
Since these trends are not likely to be 
reversed, Vanocur is pessimistic about any 
changes in the news media that might play a 
significant role in the fight against terrorism. 

Many of the authors attribute much of 
the increase in terrorism to the support 
terrorist organizations now receive from the 


Soviet Union and many of its allies. In this 


179, 


area the editors of Hydra of Carnage are to 
be especially commended, as they have in- 
cluded more than 300 pages of testimony by 
those formerly involved with terrorist groups 


- in order to back up this assertion. Together, 


the volumes contain articles that explicitly 
examine’ the historical and doctrinal an- 
tecedents of current Soviet support for 
terrorism. 

While the two volumes more than satis- 
factorily establish the Soviet Union’s ties to 
international terrorism, many of the authors 
seem to take the argument a step further by 
viewing terrorist organizations as Soviet 
surrogates or proxies. They imply, possibly 
intentionally, that the Soviet Union can and 
does control these organizations. While the 
Soviet Union and its allies are guilty of 
providing arms, training, money, and intelli- 
gence to these organizations, I have not seen 
the evidence that demonstrates Soviet con- 
trol. While some may find this distinction 
trivial, in my opinion it is both academically 
and practically vital. When focusing on East- 
West dynamics, there is a clear tendency to 
give only cursory treatment to the terrorist 
organizations themselves. The problem is 
similar to the one that has been experienced 
by analysts and practitioners of Soviet policy ` 
toward the Third World, where a preoccupa- 
tion with the East-West conflict has meant 
paying insufficient attention to the dynamics 
and problems of the Third World itself. Iran 
is merely the most glaring example of the 
disastrous results this tendency can have. 
Trying to force events in the Third World 
into the rubric of East-West conflict has 
often led to a dangerously distorted under- 
standing of the dynamics and problems of 


- the Third World. Thus it is regrettable that | 


neither of these volumes contains a single 
chapter devoted solely to the terrorist organ- 
izations themselves. 

Ironically, the organizations that do re- 
ceive a considerable amount of attention in 
the Hydra of Carnage are revolutionary 
movements such as the South West Africa 
People’s Organization in Namibia, the Viet- 
cong, the Sandinistas, and the Popular Move- © 
ment for the Liberation of Angola. While 
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revolutionary organizations can, and often 
do, engage in terrorism, there is a logical 
distinction between organizations engaged 
in an active revolution—often for ethnic self- 
determination—on their own territory and 


organizations, such as the Baader-Meinhoff . 


gang or the Red Brigades, that use random 
violence, often on foreign soil, against foreign 
nationalists simply to gain international atten- 
tion. If all revolutionary movements that 
have used terrorism are to be labeled terrorist 
organizations proper, then I have consider- 
able reservations with B. Hugh Tovar’s notion 
that support for the Contras in Nicaragua 
and National Union for the Total Inde- 
pendence of Angola are positive steps in the 
fight against terrorism. 

Along similar lines, I might agree with 
Malcom Wallop’s assertion that one man’s 
terrorist is not necessarily another man’s 
freedom fight, although I would not call the 
notion “moral illiteracy.” One can make 
some objective and moral distinctions be- 
tween movements. Furthermore, as Wallop 
suggests, the difficulty of making such distinc- 
tions does not justify American inaction. But 
at the same time, I may still disagree with 
Wallop as to who the real freedom fighters 
are. 
These particular criticisms aside, both of 
thesé volumes are a welcome addition to the 
ongoing debate on terrorism, its causes and 
remedies. For academics and policymakers 
alike, both volumes should prove an invalu- 
able asset. 

DANIEL R. KEMPTON 

University of Ilinois 

Urbana-Champaign 


SINGH, S. NIHAL. The Yogi and the Bear: A 
Study of Indo-Soviet Relations. Pp. viii, 
324, Riverdale, MD: Riverdale, 1986. No 
price. 


LU, CHIH H. The Sino-Indian Border Dis- 
pute: A Legal Study. Pp. x, 143. Westport, 
‘- CT: Greenwood Press, 1986. $35.00. 


These two works focus on specific issues 


in India’s foreign relations. The Singh book, 
however, ranges much more widely, as it 
brings in regional matters and relations with 
the West, than does Lu’s, which is targeted 
solely on the border issue. 

Singh, a former journalist now engaged 
in research, has followed Indo-Soviet rela- 
tions for many years and uses this experience 
well in his discussion. The major part of the 
book—the first ten chapters—is a chron- 
ology, interspersed with Singh’s comments 
on events pertaining to the India-USSR 
relationship. There is a wealth of documen- 
tary support to which is added evidence from 
a number of conversations Singh has had 
with participants in the formulation and 
execution of Indian foreign policy. A more 
comprehensive index would have made this 
horde of information more readily available 
to one who wishes to use this book as a 
reference. 

The key to the book, however, is Singh’s 
appraisal of the relationship between India 
and the Soviet Union in chapter 11. In the 
introduction, Singh expresses his view-that 
“this relationship has reached a dangerous 
stage and needs a close, hard look.” He 
writes that the Soviets “are gradually seeking 
to give India no option but to attain its 
[India’s] power ambitions through a second- 
ary role to serve Soviet interests in Asia.” In 
an action that Singh describes as “supine,” 
he criticizes the statement of the Indian U.N. 
delegate on the Soviet invasion of Afghanis- 
tan. Although Singh calls his work “India- 
centered,” it is an important book that - 
should be read carefully by all interested in 
either Soviet or South Asian foreign policy. 

The Lu book begins with the apocalyptic 
assertion that the dispute between China and 
India is one that could lead to World War 
HI. This overstatement out of the way, Lu 
provides a careful historical analysis of the 
Tibet question and then proceeds to an 
evaluation of the specific border problem. 


He looks at the mediatory role led by Sri 


Lanka following the border conflict in 1962 
and notes its failure. His solution seems to 
parallel that of the Chinese, namely, cession 
by India of the Aksai Chin area to China, 
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which occupies the area now, and the accep- 
tance by both countries of the McMahon 
line in the east and also of a line along the 
passes mentioned in the 1954 agreement in 
the center sector. The book would have been 


: much more useful if it had maps to locate the 


many points Lu mentions. There are some 
errors; for example, Morarji Desai may have 
very much wished to be prime minister from 
1969 to 1980, but his years in that office are 
1977-80. The book is one of importance and 
is one of a very few to address a problem that 
for India remains high on the foreign policy 
agenda. 
CRAIG BAXTER 
Juniata College ` 
Huntingdon 
Pennsylvania 


SMITH, R. B. An International History of the 


Vietnam War: The Kennedy Strategy. - 


Pp. xii, 429. New York: St. Martin’s 
Press, 1985. $25.00. 


THAYER, THOMAS C. War without Fronts: 
The American Experience in Vietnam. 
Pp. xxvii, 276. Boulder, CO: Westview 
Press, 1985. Paperbound, $25.00. 


At peak, 540,000 Americans fought in 
Vietnam, in 10,000 hamlets, 260 districts, 
and 44 provinces. The number of Americans 
who died was 58,000. These two books, both 
superbly crafted but strikingly different in 


` style and approach, add impressively to the 


new literature growing out of the renewed 


‘interest in the Vietnam war. The authors are 


of different backgrounds. Smith is a historian 
who has published widely on Asia generally 
and on Vietnam in particular. Thayer was 
chief of operations analysis in Robert S. 
McNamara’s Advanced Research Project 
Agency. His book is based on information 
classified during the period he collected it in 
his three years in Vietnam. Smith’s book 
covers the war from Kennedy’s initiation of 
his counterinsurgency policy in 1961 to John- 
son’s escalation of the conflict in 1965. 
Thayer’s work focuses on American troop 
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involvemènt in South Vietnam from 1965 to 
1972. Smith places his study within a global 


context. He argues that the Vietnam ex- 


perience cannot be understood by examining 
merely the bilateral relations between the . 
United States and Vietnam or by relying on 
documentary histories of American anticom- 
munism. Rather, U.S. relations with China 
and the Soviet Union and the struggle for 
Southeast Asia must be included. Thayer’s 
work, on the other hand, focuses on what 
actually happened in Vietnam while Ameri- 
can troops were there. It does not deal with 
Hanoi, or Paris, or even Washington, D.C. 
It attempts to explain why we could not win 
the war given the strategies we adopted. 
Though dramatically different in these and 
many other ways, the two books cover the © 
Vietnam involvement from 1961 to 1972ina 
surprisingly complementary fashion. ~ 
Smith’s principal thesis is that the Ken- 
nedy policy of counterinsurgency was not 
merely a prelude to a wider war—as conven- 
tionally conceived—but an attempt to resolve 
a paradox. Kennedy was aware of the global 
implications of the war in: Vietnam by the 
end of 1961, both as part of the cold war and 
as an example of wars of national liberation. 
He did not want the war in Vietnam to ` 
become a focal point of major East-West 
confrontation lest it interfere with the main 
objectives of his foreign policy elsewhere. 
Thus, in 1961, Kennedy rejected both the. 
suggestion of his advisers that a Southeast 
Asia Treaty Organization force be deployed 
along South Vietnam’s borders with North 
Vietnam and Laos and the recommendation 
of the Joint Chiefs of Staff of unilateral 
military action by U.S. forces in South 
Vietnam. He opted instead for counterin- 
surgency: (1) expand trading programs in ` 
South Vietnam; (2) send more American 
advisers to work with Vietnamese officers in 
the field; and (3) supply logistic support 
teams of armored vehicles and helicopters 
staffed by American troops. All this was 
done to help South Vietnam defend itself. If 
Kennedy had lived, would things have worked 
out differently in Vietnam? While that ques- . 
tion cannot be easily answered,. Smith’s 
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conclusion seems to be that things might well 
have been different. Counterinsurgency itself 
‘failed not because of anything either Kennedy 
or Johnson did, but because Hanoi was able 
to defeat it. 

The fighting itself was, of course, con- 
fusing to the public because it was impossible 
to follow by simple lines on a map. Thayer 
begins his book with a little story about a 
National Secufity Council meeting in 1963, 
shortly before Kennedy’s death. A diplomat 
and a general, both just returned from 
Vietnam, report their findings. Kennedy 
asks, “You two did visit the same country, 
didn’t you?” While Thayer’s book does not 
claim to make a full, integrated account of 
the Vietnam conflict—it is a quantitative 
analysis of troop involvement, essentially— 
it does pick up where Smith’s book leaves 
off. It goes well beyond the militery trends in 
the conflict, providing fresh, often provoca- 
tive, accounts of such critical dimensions as 
war damage, civilian casualties, and refugee 
flow. This book will not be without its critics, 
both as to methodology and as to the various 
inferences drawn. But it does have the de- 
finite advantage of being drawn from bi- 
monthly reports written while the conflict 
-was in progress. Historians may interpret 
Thayer’s data differently in future years. But, 
if nothing else, Thayer’s book explains why 
we lost the war without fronts. 

WILLIAM C. LOUTHAN 

Ohio Wesleyan University 

Delaware 


SOLOMON, RICHARD and MASATAKA 
KOSAKA, eds. The Soviet Far East Mili- 
tary Buildup: Nuclear Dilemmas & Asian 
Society. Pp. xv, 301. Dover, MA: Auburn 
House, 1986. $29.95. Paperbound, $16.95. 


This book, edited by Richard H. Solomon 
and Masataka Kosaka, is an excellent, profes- 
sional objective appraisal of the expansion in 
recent decades of the Soviet Union’s ground, 
naval, and air forces into the Asia-Pacific 


region. It focuses on “the nuclearization of 
the Soviet military presence to a point that 
now threatens all of the countries of East 
Asia that are allied to or have friendly 
relations with the United States.” 

A central theme of this anthology con- 
cerns the nuclear dilemmas associated with 
the problems of coalition defense in the 
nuclear era. Such dilemmas have long plagued 
North Atlantic Treaty Organization (NATO) 
policy and strategy in Western Europe. They 
now confront the countries located on the 
eastern rim of the Soviet empire. 

The introduction and part 1 of this book, 
comprising three chapters written by dis- 
tinguished American scholars, attempt to 
evaluate the meaning of Moscow’s military 
buildup in the global context of the Soviet 
military challenge. 

In part 2, five authors from different 
perspectives describe how the Soviet military 
buildup affects the security of the People’s 
Republic of China, Japan, the Republic of 
Korea, the states of the Association of 
Southeast Asian Nations, and Australia and 
New Zealand. 

Part 3 deals with the potentially explosive 
confrontation in the Korean peninsula be- 
tween the Republic of Korea and Kim Il 
Sung’s regime in the north and also with the 
ongoing struggle for the complete control of 
former Indochina. The impact of the shifting 
nuclear balance of these Asian regional 
conflicts is addressed. 

Part 4 discusses how the European NATO 
experience with the Soviet nuclear threat 
might help the nations of East Asia cope 


better with the already formidable Soviet 


nuclear deployments in that region of the 
globe. 

This book represents a comprehensive 
survey by a multinational group of established 
defense and foreign policy experts associated 


with SECAP—the security conference on — 


Asia and the Pacific—on how the United 
States and its Asia friends and allies should 
cope with a rapidly growing nuclear threat to 
the vast Asian Pacific region. The book’s 
contributors argue that the United States 
should maintain a strong nuclear deterrent 
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in the region while comporting itself in such 
a way so as not to give rise to political 
tensions among its allies. The military re- 
sponse that the editors advocate in order to 
achieve the desideratum is that 


the United States should maintain an effective but 
low visibility nuclear retaliatory force in the 
region, composed of submarine-launched ballistic 
missiles and cruise missiles and nuclear capsule 
aircraft—buttressed by intercontinental nuclear 
forces based in the United States—to deter Soviet 
nuclear initiatives, and to assure allied govern- 
ments that there is an effective “coupling” between 
American defense capabilities and their own 
security. 


This book is not for the average reader, 
but serious students of strategy will find this 
book a useful volume. 

WILLIAM R. KINTNER 

University of Pennsylvania 

Philadelphia 


AFRICA, ASIA, AND 
LATIN AMERICA 


BENVENISTI, MERON. Conflicts and Contra- 
dictions. Pp. xii, 210. New York: Random 
House, Villard Books, 1986. $15.95. 


BELING, WILLARD A., ed. Middle East Peace 
Plans. Pp. 240. New York: St. Martin’s 
Press, 1986. $27.50. 


Put simply, Meron Benvenisti’s book is a 
personal memoir on the Arab-Israeli conflict 
in Jerusalem and the West Bank, while 
Willard A. Beling’s edited volume is a survey 
of peace plans from the standpoint of major 
parties to this same conflict. Benvenisti has 
lived in the midst of this struggle, a sabra 
born in Palestine before Israel’s indepen- 
dence, whereas the contributors to the Beling 
book have all been outsiders. In a sense the 
reader has before him or her the subjective 
and objective in these two books and so can 
judge the relative usefulness of each in 
understanding the past, present, and future 
of Arabs and Jews in Palestine. 


183 


When I first met Meron Benvenisti in 
Israel during 1969, he was the dynamic 
deputy mayor of Jerusalem engaged: with. 
Teddy Kollek in making this city, sacred to 
three major religions, a place of both political 
unity and ethnic peace. The West Bank itself 
was then held under strict occupation pending | 
peace settlement that would trade land for — 
peace, Arab rights for Israel’s security. While 
this formula still stands, it has been emptied 
of meaning by the twenty years that have 
passed since June 1967. In. essence, this 
vision of Jand for peace constituted a liberal 
Zionist dream that Arabs and Jews could 
live together in Palestine not as one, but as 
good neighbors. This dream proved an illu- 
sion because life together involves a dynamic 
of equal recognition of an otherness that is 
the most important and sacred characteristic 
of humanity., Constant warfare between 
Arabs and Israelis, waged in the narne of 
extravagant political objectives, has in- 
curred an ultimate cost: dehumanization of 
the other. 

It is to Benvenisti’s intellectual credit that 
he is not only acutely aware of this dehuman- 
ization within the fundamentals of Israel’s 
existence as well as in the guiding principles 
of Palestinianism, but is also cognizant of his 
own personal engagement in this existence— 
errors, if not sins, of omission as well as 
commission. Yet his genius—and I use this in 
the most genuine sense of intelligence—has 
been his effort to transcend conflicting ideol- 
ogies and political priesthoods to explore the 
human dimensions of the Arab-Israeli strug- 
gle and to search for ways to stop “eradicating 
each other’s names” on two competing 
“maps” of Palestine. 

At stake in the warfare between Israelis 
and Palestinians is less a formal politics of 
compromise that might emerge someday 
than everyday life questions of how children 
grow up and how adults behave toward their 
neighbors. Benvenisti’s vision, once that-.of 
liberal Zionism to be later exposed in all its 
emptiness, is now that of existential actor: no 
area of human relations is free from conflict 
and none will be, so the problem is how to 
live at peace with this consciousness. How to 
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exist with one’s own contradictions and 
those of others? And -will political leaders 
understand this in time to prevent even 
worse disasters in the Arab-Israeli conflict 
than we have seen so far? Benvenisti ends his 
brilliant memoir on a pessimistic note with 
words from a Catholic friend in Belfast: if 
Arabs and Israelis are changing names on 
maps as the English and Irish have done, 
“may God have mercy on you alll” 

The various maps for settlement of the 
. Arab-Israeli conflict—or, more correctly, 
settlement of the Palestinian-Israeli struggle 
for the land called Palestine—-are provided 
in the Beling volume. In addition, a third 
part focuses on peace in Lebanon, covered 
by R. D. McLaurin, and the Iran-Iraq 
conflict, covered by Fariborz Rouzbehani. 
Of special interest in this review, however, 
are parts | and 2 on the Arab-Israeli peace 
process. 

The first part has three essays on major 
actors in this process—Israel, the Palestin- 
ians, and Saudi Arabia—by Don Peretz, 
Helena Cobban, and David E. Lang, respec- 
tively. On the one hand, the reader is hard 
pressed to treat any of the plans or proposals 
discussed as being seriously negotiable, while 
on the other hand, one has trouble explaining 
why Saudi Arabia is considered a major 
actor at all. 

Part 2 deals with other principal actors in 
the peace process—the United States, the 
Soviet Union, and Western Europe—de- 
scribed by William B. Quandt, Vladimir N. 
Sakharov, and Adam M. Garfinkle. Only 
the United States has made any significant 
contribution to peace settlement prospects, 
aside from Begin and Sadat with American 
mediation, among the various parties covered 
in this volume, and yet Quandt’s analysis of 
the U.S. role is perfunctory. Sakharov, de- 
scribed in the book as “a Soviet-trained 
diplomat who defected to the West” after 
KGB duty in the Middle East, provides 
perhaps one of two insightful essays in this 
volume, the other being by McLaurin on 
Lebanon. Garfinkle’s treatment of West Euro- 
pean involvement in the peace process is 
patronizing and polemical, treating powers 
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that bear great historical responsibility for 
the origins of the Arab-Israeli conflict as 
opportunistic interlopers. 

In a word, the Beling volume provides an 
uneven, expert analysis of the various dimen- 
sions of peace in the Middle East, but it 
underscores what Benvenisti describes in 
another book as the tendency of the Middle 
East peace process to read better in Latin 
than in the colloquial Arabic and Hebrew 
that express the real dynamics of the Arab- 
Israeli struggle. Benvenisti’s memotr, by con- 
trast, takes us outside the realm of policy— 
where he once held high office himself and 
then was ostracized for his nonpartisan 
skepticism about the wisdom of those in high 
places—doubtful that a peace process 
manned by ambitious politicians and profes- 
sional diplomats will heal a pathological 
condition between Israelis and Palestinians 
that converts everyday neighbors into histori- 
cal enemies. Choices for peace must be made 
by ordinary citizens, Benvenisti suggests, on 
whether to side with those who lead the 
peace process nowhere or with those who 
refuse the pretensions of high politics for an 
existence of contradiction and accommoda- 
tion in genuine human community with 
former enemies. Ultimately the line crossed 
from enmity to community is a divide between 
two political zones: in one realm are the high 
and mighty; in another those who are con- 
demned to daily interaction with each other 
within a history where they have been forced 
to play victims and executioners. Benvenisti 
intimates that if the peace process is operated 
by the same politicians who also run the 
machines of war, then ordinary citizens must 
refuse this process and find their own modus 
vivendi with each other. 

ROBERT J. PRANGER 

American Enterprise Institute 

Washington, D.C. 


COOX, ALVIN D. Nomonhan: Japan against 
Russia, 1939. Two vols. Pp. xvii, 1253. 
Stanford, CA: Stanford University Press, 
1985. $95.00. 
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This book is nothing less than a tour de 
force in institutional as well as military 
history. Its sweep is at once grandiose, 
covering the nearly four-decade development 
of the Kwantung Army, and painstakingly 
detailed, recounting the undeclared war with 
the Soviet Union in 1939 that Japan lost. Its 
massive length and prodigious research right- 
fully earn it the status of definitive history. 

Readers approaching a work of such 
magnitude may well hesitate before attempt- 
ing to digest it all. For those interested 
primarily in Japanese imperialism in Man- 
churia and the pivotal role of the Kwantung 
Army, the first and last quarters of the work 
will prove most beneficial. Here the principle 
of gekokujo (“domination from below”) was 
in full swing as the Kwantung Army from its 
beginning operated without the approval of 
Tokyo. Early on, this took the form of 
intervention in warlord struggles, progressed 
to the assassination of the Old Marshall, 
precipitated the Mukden Incident, and led 
finally in 1939 to the unilateral decision to 
bomb airfields inside Mongolia, the osten- 
sible cause of the Nomonhan Incident. Along 
the way, the army became convinced of its 
superiority over any foe—an attitude that 
would contribute to its downfall. 

- It is the second and third quarters of this 
work that concentrate mainly on the fighting 
on the Manchurian-Mongolian border. So 
detailed is the account here that practically 
every engagement, no matter how small, is 
described. One gets a sense of how the 
fighting looked from the perspectives of not 
only generals but also the lowest-ranking 
enlisted men. This approach allows Coox to 
note the weaknesses of the strategy and 
tactics of the Kwantung Army and conclude 
that Japan lost because it suffered from poor 
leadership and material deficiencies that 
could not be made up by “spiritual” factors. 

Even on a much smaller scale, this work 
would be a welcome addition to the literature 
since little is known about the incident and 
its wider implications. The loss forced Japan 
to turn! to the south in 1940, explaining in 
part why Pearl Harbor occurred, and had 
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‘the additional effect of allowing the Soviet 


Union to wage a one-front war against 
Germany. But this book represents scholar- 
ship ona grand scale, with research extending 
over decades, a complete mastery of both 
primary and secondary sources—mostly Jap- 
anese—and hundreds of interviews. The fact 
that this represents an undertaking of heroic 
proportions may well propel it into the status 
of a classic. 
WAYNE PATTERSON 


Saint Norbert College 
De Pere 
Wisconsin 


HANLON, JOSEPH. Beggar Your Neigh- 
bours: Apartheid Power in Southern 
Africa. Pp. xi, 352. Bloomington: Indiana - 
University Press, 1986. $35.00. 


SOGGOT, DAVID. Namibia, the Violent Heri- 
tage. Pp. xvi, 333. New York: St. Martin’s 
Press, 1986. No price. 


These two books intersect at several points 
and both should be required reading for all 
those concerned with the developing tragedy 
of southern Africa, its effects upon Africa as 
a whole, and its role in international affairs, 
particularly the relationship between the 
West and the Third World. South Africa 
represents the most problematic legacy of 
imperialism, and the reason for this is that 
since the late nineteenth century, whites in 
South Africa have operated one of the most 
elaborate systems of subimperialism. The 
discovery of diamonds in Griqualand and 
later of gold on the Witwatersrand sent 
social and geopolitical shock waves through- 
out the region. That mineral revolution had 
both centrifugal and centripetal effects. It set 
in train fresh expansionist urges that were to 
result in the partitioning of the whole of 
southern Africa, and it began the process of 
creating a powerfully integrated regional 
economy cutting across territorial frontiers. 
Through labor migration, scarcely a village 
in the entire subcontinent escaped the pull of 


186 THE ANNALS OF THE AMERICAN ACADEMY 


the mines and the urban agglomerations and 
services that developed around them. 
Economic realities produced-political im- 
peratives. The British set about ths rationaliza- 
tion of the political complexities of the 
region in the Boer War. Jan Smuts, the 
dominant political figure in Souch Africa for 
the first half of the twentieth certury and the 
only white one with a truly international 


role, was converted to a Brit sh imperial. 


ideal of world government. In dursuing his 
wholist big-is-beautiful philoscphy, he set 
out to create a United States of southern 
Africa. World War I seemed to present him 
with his opportunity. He hims-lf led cam- 
paigns against the Germans in South-West 
Africa (Namibia) and Tanganyika. At the 
end of the war he was instrumental in the 
founding of the League of Nations and was 
virtually the father of its mancate system. 
Yet he saw no paradox between those inter- 
nationalist objectives and his cverweening 
ambition for South Africa. He thought he 
could secure the High Comm-ssion terri- 
tories—Botswana, Lesotho, Swazland—from 
the British, the British South Africae Company 
lands—Zambia and Zimbabw-—from its 
dying commercial grasp, and the Portuguese 
territories—Angola and Mozamtique—from 
a republic sick of imperial pretensions. At 
one stage he even saw the Congo (Zaire) and 
Tanganyika as within his grasp. 

In fact he secured only Namibia through 
the mandate system, but his embition to 
match economic dominance with political 
control has never left the considerations of 
South Africa’s white rulers. Ircnically, his 
Nationalist opponents were unimpressed with 
his visions, seeing them as endangering white 
supremacy and Boer influence, baz they used 
Namibia to prop up their power. Moreover, 
as the processes of decolonizatior have swept 
over southern Africa they have t-ansformed 
Smuts’s imperial vision into a ne>colonialist 
one. 

Joseph Hanlon’s excellent work examines 
their search for a “total strategy” through a 
“total onslaught” on their neighbors. He, 
together with a number of specialist collabora- 


tors, examines South Africa’s economic and 
political destabilization of Swaziland, Le- 
sotho, Mozambique, Angola, Zimbabwe, 
Botswana, and Malawi. South African 
troops, South African intelligence, and South 
African-backed guerrillas are at work through- 
out the region. Hanlon suggests that the 
South Africans have generated a full-scale 
war through economic sanctions against 
their neighbors, invasions and bombings of 
both border areas and capitals, and attempted 
assassinations of political leaders, though we 
still await evidence that the death of President 
Samora Machel was a successful one. Hanlon 
argues that the West should recognize this 
and get off the fence. To support his argu- 
ments he offers excellent appendixes on the 
costs of South African destabilization and 
the effects of international sanctions on 
neighboring states, as well as useful statistical 
annexes. 

War has long been part of the reality of 
Namibian existence. Since the German near- 
genocide of the Hereros and the World War I 
campaign, Namibia has been subjected to 
repeated aggressions. Now, in David Soggot’s 
words, Namibia has achieved a tragic acces- 
sion to international notoriety. Soggot, a 
defense lawyer who has been involved in 
many of the trials of Namibian activists, 
seeks to chart in his book both the large 
issues and, through individual stories, the 
human dimensions. He gives the Namibian 
tragedy human scale by revealing the “faith 
and sorrow of men and women who had 
dared to participate in history.” Namibia has 
often been seen as South Africa’s Achilles’ 
heel, a piece of flagrant illegality, an affront 
to the international community, but also a 
symbol of the powerlessness of its institutions. 
In fact, Namibia has invariably acted as a 
bridgehead, and it is in that role that Soggot 
and Hanlon rightly cast the colony in South 
Africa’s campaigns in its subcontinent. It is 
to be hoped that these two valuable books, 
both of them coolly analytical and impas- 
sioned by turns, well grounded in the political 
and economic facts of southern Africa, and 
both remarkably up-to-date in a fast-moving 
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situation, will be read with real care and 
attention in the State Department. 
JOHN M. MacKENZIE 
University of Lancaster 
United Kingdom 


HONIG, EMILY. Sisters and Strangers: 
Women in the Shanghai Cotion Mills, 
1919-1949. Pp. ix, 299. Stanford, CA: 
Stanford University Press, 1986. $37.50. 


HERSHATTER, GAIL. The Workers of Tian- 
jin, 1900-1949. Pp. viii, 313. Stanford, 
CA: Stanford University Press, 1986. 
$37.50. 


Between 1895 and 1945 China’s major 
cities greatly expanded in population, and 
the division of labor became more special- 
ized. Factories and their industrial workers 
accounted for much of this new division of 
labor. This new mode of production was 
associated with far different worker-manager 
relations from those in any other economic 
organizations of that time. Higher real wages, 
cleaner work environment, and new skills 
served as incentives for young workers, 
especially females, to enter the factory and 
accept managerial discipline and authority. 
Between World War I and 1949 this new 
factory system flourished, but declined when 
violence and war occurred. 

These two studies describe the new factory 
work discipline imposed upon workers and 
how they adjusted. From interviews with 
workers and former members of the Young 
Women’s Christian Association, newspaper 
accounts, periodicals, government reports, 
and scholarly studies, Honig and Hershatter 
have pieced together historical narratives of 
workers’ lives, their relationships, and factory 
conditions. | 

We learn that violence and hardship were 
constant companions for women in the Shang- 
hai textile mills. These women workers 
formed sisterhoods for their protection. 
Whereas women textile workers rarely were 
active in the labor movement of the mid 


1920s, they spearheaded violent protest - 


against factory managers in early 1949 when 
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6000 women workers went on strike at a 
textile mill. | 

In Tianjin the working class always re- 
mained fragmented without any unified work- 
ing-class activities except briefly in the mid 
1920s and again between 1946 and 1948. 
Workers retained their rural ties, and they 
constantly moved from job to job. Vertical 
patronage between factory foremen and their 
workers greatly determined who worked and 
who did not and under what kind of condi- 
tions. In both Tianjin and Shanghai powerful 
urban gangs influenced who gained employ- 
ment and who might be assaulted whether on 
or off the job. 

As representing the new social history, 
how well do these two studies expand our 
understanding of what happened to workers 
under the new factory system? 

While we learn that urban workers es- 
pecially young females, experienced consider- 
able violence, these studies make no attempt 
to determine if such violence was random, 
systematic, increasing, or decreasing over 
time. Did urban gangs control so much 
economic activity because these cities had no 
powerful, central municipal authority and 
police control? Did real wages rise for factory 
workers over the period, and how severe was 
the decline in real wages between 1937 and 
1949, when China suffered foreign invasion 
and civil war? Were alternative employment 


‘and life-styles in medium-sized and small 


towns and villages more attractive than 
factory life in large cities? Did the existence 
of a large surplus labor force with consider- 
able underemployment mean that factory 
workers were a privileged group? 
Unfortunately, these studies do not pro- 
vide answers to these questions to judge how 
the new factory system contributed to China’s 
economic and social development during 
these crucial decades. . 
Perhaps the real contribution of these 
studies is to confirm that factory workers 
still retained their traditional ties with villages 
and developed personal networks to adjust 
to the new factory discipline. Factory workers 
retained their traditional values, and they 
also enjoyed greater independence and a 
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better life-style although frequently at preat 
personal risk. Although workers in factories 
devised their networks to resist management 
speed-ups to increase labor intensity, they 
lacked sufficient power to develop associa- 
tions to change management rules until 
Communist Party cadres organized such 
efforts after 1945. But at that time China had 
become so chaotic that such prctests could 
easily be orchestrated by revolutionists. 

A serious omission in both studies is the 
failure to use Ming K. Chang’s superb His- 
toriography of the Chinese Labor Move- 
ment, 1895-1949 (Stanford, CA: Hoover 
Institution, 1981) and the many sources cited 
in it. 

Both Honig and Hershatter refer to 1949 
as the year of liberation when actually the 
Chinese Communist Party only had unified 
China under its rule. 

RAMON H. MYERS 

Hoover Institution on, 

War, Revolution and Peac2 

Stanford 

California’ 


` KRAMER, MARTIN. Islam Assembled: The 
Advent of the Muslim Congresses. Pp. xi, 
250. New York: Columbia University 
Press, 1986. $30.00. 


SIVAN, EMMANUEL. Radical Islam: Medi- 
eval Theology and Modern Politics. Pp. 
xi, 218. New Haven, CT: Yale University 
Press, 1985. $18.50. 


Islam, both in its institutional form and 
_ as a revolutionary movement, has proven to 
be a major social and political force in our 
times. The two books reviewed here should 
be read in the context of these two very 
different characteristics. 

Martin Kramer’s book presents an inter- 
esting study of the efforts made by Muslims 
between the last third of the nineteenth 
century and the end of World War II to bring 
about some sort of Islamic unity. Influenced 
by the winds of change in Europe, which had 
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by that time reached tne Muslim world, 
Muslim leaders began to write and speak in 
favor of pan-Islamic unity. In this book we 
meet the well-known ulama (religious lead- 
ers)— Jamal al-Din al-Afghani, Muhammad 
Abduh, Rashid Ridha, al-Hajj Amin al- 
Husaini, and others-—-as they seek the estab- 
lishment of an institutional foundation for 
Muslim unity that would cut across local and 
even continental boundaries. All of these 
Muslim figures, as the book shows, defended 
the organizational principle in Islam, not 
only in their writings but in a series of inter- 
Muslim conferences and congresses. 

However, while Muslim thinkers could 
apree on unity in principle, there was much 
disagreement on its nature. While some 
merely desired increased social, economic, 
or cultural ties between Muslim countries, 
others wanted a more integrated form of 
unity. Their political objectives also varied. 
Hajj Amin al-Husaini, mufti of Jerusalem, 
held a congress in 1931 for the defense of 
Jerusalem, while Mustafa Kemal, later presi- 
dent of Turkey, had more ambitious objec- 
tives. In 1919 he proposed a federation of 
Muslim states with a permanent central 
organization to handle, among other things, 
the foreign policy of Muslim countries. 

Throughout his work, Kramer gives us an 
account of the intellectual debates that pre- 
ceded the Muslim conferences, the circum- 
stances under which they were called, and 
the debates and resolutions of the assemblies. 
The book also contains a close analysis of the 
failures of each conference, including in- 
sufficient funding, personal rivalries among 
leaders, and interference by regional and 
outside powers such as Turkey, Great Bri- 
tain, and France. Each chapter provides rich 
bibliographical source material on each 
conference. 

Emmanuel Sivan studies the resurgence. 
of radical—sometimes called fundamen- 
talist—Islam in the Sunni Muslim world. He 
concentrates mainly on Egypt and Syria, 
covering Islamic radicalism from the mid 
1950s to the early 1980s; one may question 
why the Sudan, with its strong Islamic 
movements, was never mentioned. Sivan 
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analyzes the ideas of the leading’ rädical 
Muslim thinkers, mainly Sayyid Qutb.and 


Said Hawwa. He also sheds light on the 


historical origin of at least one element in 
this radicalism, tracing it back to Ibn Taymiy- 
yah the Muslim theologian and legalist of the 
thirteenth and fourteenth centuries, who 
permitted the use of force against fellow 
Sunni rulers in some cases. Sivan notes two 
important differences between the new Sunni 
radicalism of today and that of the traditional 
Muslim Brothers. First, the new Muslim 
radicals have abandoned the idea of the 
restoration of the caliphate. Second, they 
accept, with reluctance, the new realities in 
the area, that of an Arab Muslim world 
“divided into nation-states.” Thus these move- 
ments limit their actions to the frontiers of 
their own countries. As a result they can 
influence one another, but they are not an 
extension of one another. 

Sivan draws heavily on the writings of 
these Muslims in the press and publications, 
especially those in Syria and Egypt. How- 
ever, as an Israeli, he has been limited by an 
inability to have personal contact or inter- 
views with the leading contemporary Muslim 
thinkers and ideologues. 

Sivan, on the whole, does not add a great 
deal to what is already known about Muslim 
fundamentalists; however, by focusing on 
Syria and Egypt, he focuses on the most 
active and important Sunni Muslim move- 
ments in the region. 

LOUAY BAHRY 

University of Tennessee 

Knoxville 


LaBELLE, THOMAS J. Nonformal Education 
. in Latin America and the Caribbean: 
Stability, Reform, or Revolution? Pp. 
xvi, 367. New York: Praeger, 1986. $35.00. 


LEVY, DANIEL C. Higher Education and the 
State in, Latin America; Private Chal- 
lenges to Public Dominance. Pp. xvii, 
434. Chicago: University of Chicago 
Press, 1986. $27.50. 
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These two books join’ the sizable out- 
pouring of. materials published in recent 
years concerned with the general topic of 
education in Latin America. In both in- 
stances, these books have resulted from 
considerable firsthand, on-site experience 
and research, with major collaboration with 
Latin Americans familiar with the areas and 
topics being studied. Both books reflect 


these facts in their methods, scope, and tone. 


LaBelle’s Nonformal Education would 
have been a brief presentation except for 
inclusion of much background material. The 
introduction is followed by 11 chapters. 
Number one is entitled “Nonformal Educa- 
tion: An Introduction” and differentiates 
nonformal education from informal, on one 
side, and formal, on the other., Informal 
education is total life experience and the 
process of acquisition of knowledge; formal 
education is the commonplace structured 
procedure, with school buildings, books, 
degrees or certificates, and the like. Non- 
formal education involves deliberate, struc- 
tured teaching-learning efforts, but without 
a structured school. It encompasses “both 
externally directed and self-initiated ac- 
tivity.” Extension programs of several types, 
and teaching activities carried out by guerrilla 
groups are large-scale examples of nonformal 
education. 

A list of chapter titles demonstrates that 
the book has a much broader scope than the 
title may imply: “Perspectives on Develop- 
ment as a Reflection of Political and Eco- 
nomic Realities”; “Education and Theories 
of Social Change”; “Teaching and Learning: 
Prescriptive and Process Approaches to In- 
dividual Change”, “Industrial Growth and 
Human Capital Formation”; “Human Capi- 
tal and the Individual”; “Human Capital and 
Community Organizations”; “From Con- 
sciousness Raising to Popular Education”, 


“Implementation of Popular Education for ° 


Reform”; “Popular Education within Revolu- 
tionary Guerilla Warfare”, and “Rhetoric 
and Reality: Who Influences and Controls 
Nonformal Education.” In addition, _there 


are two appendixes, one of, which fis , any, 
troha”. 
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ter is well written and informative, but it is 
not possible to summarize or comment here. 

The Levy book consists of seven chapters, 
appendixes A-J, many pages of notes, an 
eight-page select bibliography, some 38 tables 
of data and information, properly inter- 
spersed in the textual material, and two full 

“pages of abbreviations, The use of so many 
abbreviations on occasion is disconcerting, 
but the saving of space may have been 
necessary. 

Table 1.1, in chapter 1, “Issues and Con- 
cepts,” presents a wealth of data on private 
and total higher education enrollments for 
twenty Latin American nations, plus summa- 
tions for total Latin America and total 
Spanish America—that is, the latter excludes 
Brazil. Other than the country names, there 
are 13 columns of data and dates, and, 
notably, only three blank spaces, indicating 
data not available. The table is a major 
achievement by itself and will be useful to 
many perusers of the book. Chapter 2, “Pri- 
vate versus Public Growth,” challenges many 
stereotypical preconceptions. Chepters 3, 4, 
and § focus on Chile, Mexico, and Brazil, 

. with a great detail of information and com- 
ment on historical background. The analytic 
structure of chapter 2, especially, is utilized 
to good purpose, to discuss purposes and 
apparent causes of changes, such as failure, 
exclusiveness, declining or rising elitism, 
modernization and dependency, Catholic 
reactions, and the concept of Waves I, I, 
and III of the private and public growth. 
This conception is intriguing. Chapter 6 is 
“Overview of Latin America,” while the con- 
cluding chapter 7 is “The Consequences of 
Privatization: Reconceptualizing.” 

FLOYD B. McFARLAND 

Oregon State University 

Corvallis 


MAOZ, MOSHE and AVNER YANIV, eds. Syria 
under Assad: Domestic Constraints and 
Regional Risks. Pp. 273. New York: St. 
Martin’s Press, 1986. $35.00. 


KEPEL, GILLES. Muslim Extremism in 
Egypt: The Prophet and Pharaoh. Pp. 


281. Berkeley: University of California 
Press, 1986. $18.95. 


These two books, each in its own way, 
help to rectify common misperceptions about 
Syria and about Islamic fundamentalism in 
Egypt, respectively. 

The collection of 14 articles edited by 
Maoz and Yaniv is perhaps the best single 
volume available in English about contempo- 
rary Syria. It is comprehensive but concise; it 
is well written by one American and ten 
Israeli scholars each of whom writes with 
such academic objectivity that Syrian Presi- 
dent Hafez al-Assad could find little to fault 
in the work. The 14 articles include a survey 
of modern Syrian history, politics, and econ- 
omy, and relations with neighbors Turkey, 
fran, Iraq, Jordan, Israel, Lebanon, the 
Palestinians, the United States, and the 
Soviet Union. 

The image of Syria that emerges differs 
greatly from the popular perception of the 
country and its rulers as irrational and 
fanatic. All evidence here indicates that the 
present regime, although zealous in its ideolog- 
ical commitments and determined to achieve 
its very ambitious goals, has the capacity to 
make shrewd and effective domestic and 
foreign policies. Indeed, in both areas Syria 
under Assad has been rather successful, as 
indicated by the president’s ability to retain 
contro] since 1970 despite several uprisings 
by dissidents, both individuals and factions, 
who were less skillful than he. 

Even the chapter on Syrian relations with 
Israe] demonstrates that objective situational 
factors, rather than calculated malice, have 
resulted in continued escalation of hostility. 
The author, Avner Yaniv, observes that 
whereas in the 1950s and 1960s relations 
were characterized by numerous smali skir- 
mishes, since then the pattern has been one 
of many fewer but larger encounters with 
extensive periods of tacit understandings. 
The significance of the pattern is the way it 
reflects how the “power of the US and USSR 
has been refracted into the balance of forces 
between Syria and Israel.” 

Gilles Kepel’s study, Muslim Extremism 
in Egypt, is an English translation from the 
French of his Ph.D. thesis, greatly con- 
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densed. Although the translation is at times 
awkward and the style more French than 
American academic—vague citations, ram- 
bling philosophic discourses—the work over- 
all is an intelligent, sympathetic, but critical 
survey of the more significant Muslim funda- 
mentalist movements, leaderships, and ideol- 
ogies in Egypt today. Because Cairo is the 
intellectual center of contemporary Arab 
political dynamics, events and trends there 
are relevant for all Middle Eastern society. 

Kepel, who lived in Egypt among the 
subjects of his thesis for several years, selects 
five groups as representative of Egyptian 
“Islamicist” movements during the 1970s. 
All were much influenced by the writings of 
Sayyid Qutb, principal ideologue of the 
Muslim Brotherhood, who was executed by 
the Nasser regime in 1966. Since then the 
mother organization has become “respect- 
able” but has spawned diverse offshoots 
including the faction responsible for Presi- 
dent Anwar el-Sadat’s assassination in 1981. 
The factions or individuals studied include 
those in universities and the remarkable 
blind Sheikh Kishk, whose sermons are tape- 
recorded and diffused throughout the Arab 
world. He emerges as today’s most influential 
personality in Egypt, and perhaps beyond, 
with huge followings, not only in Cairo, but 
in Casablanca and Arab districts of Mar- 
seilles as well. 

The survey of each faction includes a brief 
biography of its founder or dominant person- 
ality, a concise abstract of its ideology, and 
discussion of its impact on Egyptian society. 
Kepel observes that these movements are the 
expression of frustration with, hostility to, 
and suspicion of established institutions by 
the downtrodden and abysmally poor, who 
constitute the foundation of Egypt’s societal 
pyramid. Through various devices, the pre- 
sent regime has robbed the “Islamicist move- 
ment of its role as a surrogate for all changes 
in the established order,” but it seems unlikely 
that in the decade ahead the state will cope 
with its many dilemmas. Will “Islamicist” 
movements then still retain their dynamism? 

y DON PERETZ 
State University of New York 
Binghamton 
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MOLINEU, HAROLD. U.S. Policy toward 
Latin America: From Regionalism to 
Globalism. Pp. xii, 242. Boulder, CO: 
Westview Press, 1986. $35.00. Paper- 
bound, $14.95. 

PETRAS, JAMES etal. Latin America: Bank- 
ers, Generals, and the Struggle for Social 
Justice. Pp. xi, 187. Totowa, NJ: Rowman 
& Littlefield, 1986. $28.50. Paperbound, 
$12.50. 


These days, our confusion is a very reason- 
able response to the complex issues that 
confront us, like current U.S. policy toward 
Nicaragua. Serious discussion that enlight- 
ens citizens is usually conspicuously absent 
from policy dialogue. The claims and counter- 
claims of this or that policymaker—or ideo- 
logue—inevitably reflect the grinding of 
policy axes. The test of any new book on 
U.S.-Latin American relations must be its 
ability to help us navigate this sea of 
confusion. 

Harold Molineu’s survey of U.S. policy 
toward Latin America is the latest in a series 
of works that place historical facts in an 
analytic perspective. In brief, the model is 
this: U.S. policy is shaped by the perspectives 
of policymakers. These perspectives are in 
turn shaped by ideological preferences and 
by the political context in the United States. 
Policies tend not to be shaped by either the 
history of past relations or by a good under- 
standing of conditions within Latin American 
nations. As a result, these perspectives often 
turn out to be unproductive; that is, they lead 
to failures of policy and do not contribute to 
the realization of American interests in the 
region. 

If an analytic survey is well done, an 
informed reader gains both a good deal of 
information and the intellectual tools to 
employ that information fruitfully. Molineu’s 
book is well done. He examines several of 
these perspectives, dichotomized into “global- 
ist” perspectives, including both a cold-war 
perspective and a “democratic mission” 
theme, and “regionalist” perspectives, in- 
cluding “the western hemisphere idea” and 
“sphere of influence” themes. Most chapters 
are separate historical surveys, with appropri- 
ate, if brief, case studies as illustrations of the 
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perspectives being treated. 

Molineu is critical of American interven- 
tion in Latin America, seeing it as a costly 
approach to achieving American goals, and 
his concluding chapter provides an alterna- 
tive approach that is most emphatically not 
isolationist but realistic and pragmatic. This 
idea of relying on diplomacy rather than 
intervention is a resurgent theme in the latest 
literature on U.S. policy. Molineu’s efforts 
along these lines are not as thoraugh or well 
developed as other recent efforts—for ex- 
ample, Blachman et al, in Confronting 
Revolution—but they are an appropriate 
conclusion to his book and a contribution to 
our understanding of the poss bilities for 
sound alterative policy strategies. 

James Petras’s latest effort, produced 
with several coauthors contributing to sep- 
arate chapters, deals with both the question 
of development within Latin American na- 
tions as well as the efforts of outside actors, 
including the U.S. government, to affect 
those developments. In brief, the model of 
the book is this: formerly, it may have been 
reasonable forscholars to believe that Ameri- 
can hegemony in Latin America was a 
function of a global capitalist eccnomy. But 
the world has become more complex, and 
students of Latin America need to transcend 
this globalist orthodoxy in order to see the 
possibilities of progress within’ those eco- 
nomic structures, possibilities that can be 
seen if we focus on power relationships as 
they shift with circumstances and conditions. 

This is in a sense an incrementalist ap- 
proach to dependence and development: 
Petras and his colleagues might well predict 
that achieving social justice in Latin America 
depends on revolutionary change in social 
structures, a common theme in the depen- 
dence literature. But here he is also stressing 
that in the meantime, incremertal efforts 
have implications for the onset ani timing of 
these major changes. 

Recent developments and current policies 
are analyzed from within this perspective; 
the latest American stress on democratiza- 
tion, for example, is seen as g series of 
attempts to reduce the demands for major 
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reforms and for social justice. International 
Monetary Fund activities, as another ex- 
ample, are assists to American bankers. and 
Latin generals, not developmental programs 
leading to social justice. In general, U.S. 
policy,is presented as attempts to maintain 
domination within the American sphere of 
influence. Nevertheless, shifts in power rela- 
tionships leave room for some success in the 
struggle for social justice, and Petras’s con- 
cluding chapter, on building democracy via 
socialism, includes an interesting view of the 
Nicaraguan revolution, worth the attention 
of any serious reader. 

But as often happens in multi-author 
books, the essays in the book under review 
vary in quality. Some have extensive bibliogra- 
phies and documentation, some little or 
none. Some chapters are less useful than 
others: the one on Guatemala, for example, 
is a simplistic view of past U.S. policy and 
adds nothing new to the current policy 
debate. And, in a work claiming to focus on 
domestic as well as international power 
relationships, the absence of any mention of 
the Church or of liberation theology is a 
shortcoming worth noting. On the other 
hand, the chapter on “resurgent democracy,” 
coauthored by Edward S. Herman, provides 
interesting and valuable insights into the 
U.S. government’s use of democratic rhetoric 
to mask American attempts at retarding the 
struggle for social justice. } 

In my view, U.S. policy in Latin America 
cannot be fully understood without using 
both normative and empirical benchmarks. 
Petras and his colleagues present factual 
information so that the implications can be 
measured against our own standards of 
justice and democracy. Molineu’s approach, 
of course, is much more objective and pragma- 
tic: the implications are couched in terms of 
U.S. interests. He uses many different and 
competing perspectives and thereby helps 
the reader seeking to understand different 
explanatory points of view. Petras, on the 
other hand, is not troubled by competing 
perspectives. His book is very useful to the 
reader who already shares his perspective 
and to the reader seeking to follow the 
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ongoing theoretical debates within the depen- 
dence theory camp. Reading both books can 
certainly help alleviate our confusion in the 
face of the seemingly paradoxical policies of 
the current administration. 
| ROBERT H. TRUDEAU ` 
Providence College 
Rhode Island 


SAVAGE, CHARLES H., Jr. and GEORGE 
F.F. LOMBARD. Sons of the Machine: 
Case Studies of Social Change in the 
Workplace. Pp. xvi, 313. Cambridge, MA: 
MIT Press, 1986. $25.00. 


This book comprises an informative eth- 
nographic-style series of studies of three 
factories in Colombia’s Antioquia region. 
Two of the enterprises were small pottery 
plants in villages and the third was a garment 
factory in the city of Medellin. Savage and 
Lombard study the impact of various stages 
of industrialization on worker-management 
relations, the relationship between tradi- 
tional patron systems, internal social organiza- 
tion of the workplace, and technological and 
workplace changes, including the introduc- 
tion of Taylorist methods of production. 

The study argues for greater management- 
labor understanding based on shared partici- 
pation, discussion of workplace changes, 
greater recognition by management of work- 
ers’ informal social organization at the work- 
place, and more concern by workers for what 
Savage and Lombard describe as the larger 
interests of the firm—as opposed to union- 
based economic demand-making—as the key 
to stability and progress. 

The basic strength of this book is its 
detailed description of factory beginnings in 
a traditional setting. Savage and Lombard 
describe the carryover of deference patterns 
and reciprocal relations from preindustrial 
activities to the factory workplace. They 
show how the patron system was able to 
harness personal ties to industrial production 
in a profitable fashion with the apparent 
approval and support of the labor force. This 
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rather idyllic -portrayal of harmony and 
reconciliation in which modernity and tradi- 
tionalism are fused, however, fails to reflect 
on a number of social costs that creep into 
the account: poverty, extended workdays, 
and child labor. 

Savage and Lombard rather unreflectingly 
refer to the dominance of “rigid hierarchies” 
as having brought “the community to its 
present condition of relative health, and 
stability.” Their easy assimilation of “sta- 
bility” and “health” provides the standards 
for their discussion of growing class conflict 
in the third firm, the El Dandy garment 
factory. Basing their evaluation on an organic © 
conception of society, they view the increasing 
social polarization and class identification of 
the owners and workers as forms of irrational 
behavior, products of egocentric personalities 
and self-interested doctrines. Their failure to 
examine the deep structural relations and the 
interaction of the operations of the market 
and social solidarity leads them to ascribe 
conflictual relations to value conflicts rather 
than economic issues such as wages versus 
dividends, employers’ prerogatives versus 
workers’ rights. 

Itis unfortunate that Savage and Lombard 
fail to pursue the perspective of articulate. 
subjects of the class-conflictual approach. 
The opportunity was available to explore the 
rationality and logic, the experiential con- 
text, that evokes these responses. On the | 
other hand, they do provide a detailed . 
elaboration of the context for incremental- - 
innovative forms of leadership and authority: 

There are a number of historical studies 
of workplace organization and growing 
numbers of studies of class conflict in the 
making of the working class that Savage and 
Lombard could have consulted. Instead, 
they claim that intellectuals view industrial 
workers as automatons—a claim hardly justi- 
fied given the burgeoning literature on the 
subject. At several points, the study seems to 
be more concerned with providing man- 
agerial prescriptions, derived from the human 
relations school of management-worker rela- 
tions, than with exploring the process by 
which labor union leaders developed a class- 
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conflictual approach to employer-employee 
relations; this is the case particularly in 
section 3, pages 151-208. 

The major strength of this study is in its 
attempt to describe the multidimensional 
roles and interests that industrial workers 
bring to the workplace. Savage and Lom- 
bard correctly criticize the crude wage-reduc- 
tionist imagery explicit in Taylorist concepts 
of labor. Their efforts to locate the work site 
as a principal source of value change in the 
larger social system and their description of 
the interplay of workplace and community is 
insightful. Their effort to provide managers 
with strategies for labor control based on the 
instrumental use of informal worker net- 
works is certainly one that will be well 
received by personnel managers oriented 
toward new shared decision-making manage- 
ment schemes. The larger costs of such pro- 
posals to labor in terms of worker autonomy 
and the insecurities resulting from the shift- 
ing movement of capital—across and within 
national boundaries—is not considered. 

Within these limitations, there is a useful 
study, particularly if one is interested in 
understanding the stabilizing factors em- 
bedded in traditional patron-labor relations. 

JAMES F. PETRAS 

State University of New York 

Binghamton 


TAYLOR, ROBERT. The Sino-Japanese Axis: 
A New Force in Asia? Pp. viii, 127. New 
York: St. Martin’s Press, 1985. $27.50. 


- AKAHA, TSUNEO. Japan in Global Ocean 
Politics. Pp. xii, 224. Honolulu: University 
of Hawaii Press and Law cf the Sea 
Institute, 1985. $19.00. 


Robert Taylor’s brief book suggests that 

a Sino-Japanese partnership “could be... a 
new force in Asia and world politics at 
large.” Taylor does little to sustain this 
sweeping thesis; however, he provides sub- 
stantial detail with respect to Japan’s role in 
the modernization of the Chinese economy. 


Taylor emphasizes that Japan’s “social 
cohesion” and its policy of “national integra- 
tion” after the Meiji Restoration was one of 
the crucial factors in Japan’s economic suc- 
cess. He suggests that China, with a similar 
cultural foundation, might draw on the same 
sort of values or traditions or at least find it 
possible to follow the Japanese example in 
its own modernization. But Taylor cautions 
that the free market, which Japan so readily 
adapted to its own needs, may face opposition 
in China, where Marxism has dictated the 
establishment of a centralized command 
economy. How far Beijing’s recent encourage- 
ment of regional initiatives and its acceptance 
of a limited market economy will go is 
difficult to determine. 

The most useful part of Taylor’s book 
deals with Japanese economic assistance to 
China and the resulting increase in their 
mutual trade. Notable here is the 1978 
bilateral trade agreement in which China 
promised to deliver 10 million tons of coal to 
Japan by. 1985, a deal made possible by a 
Japanese loan to develop seven new mines. 
Equally interesting is Taylor’s description of 
Japan’s development of “compensatory 
trade” with the Chinese and certain joint 
ventures sponsored by the two powers. The 
real value of this study lies in its analysis of 
Sino-Japanese economic relations, not in the 
role of the two powers in international 
politics. 

Tsuneo Akaha’s Japan in Global Ocean 
Politics is a clearly organized and detailed 
study of Japan’s response to the sweeping 
changes in the Law of the Seas that occurred 
in the mid-1970s. The book demonstrates 
how an apparently narrow monographic 
theme, when properly mounted, can provide 
insight on larger issues. In fact, the reader is 
given a substantial view of the inner workings 
of Japanese foreign policy and a sense of the 
trade-offs and compromises necessary in the 
formulation of policy within the bureaucracy. 

Akaha explains that Japan was a vigorous 
supporter of freedom of the seas since its 
vital shipping interests and need for fishing 
supplies for human consumption required 
access to the world’s seas. However, since 
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1945, nations have moved toward the enclo- 
sure of ocean territory. This was first true of 
developing nations and then became policy 
for the Soviet Union and the United States. 
By 1977, 62 states had claimed a 12-mile 
territorial sea and 13 had claimed a 200-mile 
fishing zone. 
Initially, contending interests within Japan 
prevented Tokyo from adjusting to this 
reality. But, by 1977, realism prevailed. 
Japan extended its own coastal jurisdiction 
and accepted the claims of others. Akaha’s 
comments on the implications of this face- 
off for Russo-Japanese relations is especially 
illuminating. Based on original sources and 
interviews with Japanese officials, this study 
must be regarded as the standard commentary 
on Japan and the Law of the Seas. 
EDMUND S. WEHRLE 
University of Connecticut 
_ Storrs 


WINN, PETER. Weavers of Revolution: The 
: Yarur Workers and Chile’s Road to Social- 
ism. Pp, xiv, 328. New York: Oxford 
University Press, 1986. $19.95. 


In 1971, Chilean workers forced a very 
reluctant president to expropriate a textile 
factory that had been a pillar of that nation’s 
capitalist system. What makes this episode 
especially significant—and absolutely cap- 
tivating—is not only the evolution of worker 
consciousness but the fact that the infuriated 
president, Salvador Allende, was himself a 
Socialist, the first democratically elected 
Marxist head of government in the Americas. 

Peter Winn provides a fascinating, grip- 
ping, and novel perspective; he does so largely 
by providing the workers’ own views. Numer- 
ous publications have now documented the 
macropolitics of the Allende presidential 
years (1970-73), but Winn’s is a unique jour- 
ney into micropolitics. It is a path-breaking 


work in a new wave of historical scholarship 


emphasizing the masses and listening to 
them. Thus Weavers of Revolution takes us 
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well beyond conventional data on worker 
voting patterns, coalitions with political par- 
ties, leadership background, and so forth, to 
a close examination of politics in a single 
factory, Yarur. The major source of informa- 
tion here is oral history, based on more than 
200 interviews with workers. 

The micropolitics of Weavers is comple- 
mentary to more voluminous macropolitical 
studies. Indeed, Winn proves himself a com- 
petent weaver of the two. We see how, for 
example, Allende’s presidential campaign 
emboldened the Yarur factory workers, his 
emphasis on legal avenues of change affected 
worker strategies, the workers’ zeal for 
change pushed Allende away from his stra- 
tegy of confronting opponents one by one, 
and the workers could prevail largely because 
of disunity within the governmental coali- 
tion. In illuminating these micro-macro links, 
Weavers does not, in my view, present new 
interpretations of the macro side, although it 
does help discredit those who have exagger- 
ated Allende’s irresponsibility and those who 
have underplayed the importance of divisions 
within Chile in explaining the demise of 
democracy there. Instead, it creditably relies 
on good secondary sources to sketch in the 
macro context and then provides the special 
intimacy of the micro approach. Conse- 
quently, Winn’s book may profitably be read 
by those familiar with the literature on 
Chile’s revolution and by those seeking just 
one interesting work on the subject. 

Although this is a scholarly book, the 
subject it treats is ideologically charged and 
Winn’s methodology involves close contact 
and mutual confidence with his subjects. 
Readers may well differ as to whether a 
desirable degree of objectivity is maintained. 
Winn writes of the workers, “This book is 
their [Winn’s italics] story, which I have tried 
to tell as much as possible through their eyes 
and in their words.” To be sure, he also says 
that oral history must not be treated as 
sacred text. Yet readers are not informed of 
instances in which Winn doubts the veracity - 
of what he is told, even though worker 
leaders are shown to mislead their constituen- 
cies at times. Then, too, the opinions of the 
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nonrevolutionary workers are rarely pre- 
sented directly and perhaps too often are 
merely summarized or attributed to fear or 
false consciousness. Nor are examples of 
intimidation by revolutionary workers re- 
counted; if they did not'exist, that is worth 
explicit mention. At the same time, material 
provided—f airly—by Winn himself may cast 
doubt on the allegedly clear commitment of 
the government—which parts of it? to demo- 
cratic change. Finally, however ane assesses 
the principals in this mighty drama, it is 
disappointing that fewer than fifty pages are 
reserved for the fascinating experiment in 
worker management that unfolded in the 
year and a half before a miltary coup 
brutally terminated the entire socialist experi- 
ment and returned the factory to private 
owners. 

But even those who hold such reserva- 
tions—and many will not—shauld praise 
this book. It is at once an adeptly told story 
filled with intriguing individual profiles of 
both workers and owners and an exploration 
of a crucial, yet little researched, political 
arena. Reflective of a poignancy found 
throughout the book, the epilogue reports a 
great irony: economic crisis hes recently 
forced the free-market-oriented military gov- 
ernment to assume control of the failing 
factory and search in vain for private buyers. 

DANIEL C. LEVY 

State University of New York 

Albany 

Yale University 

New Haven 

Connecticut 





w s EUROPE 


HANN, C. M. A Village without Solidarity: 
Polish Peasants in Years of Crisis. Pp. ix, 
208. New Haven, CT: Yale University 
Press, 1985. $15.95. 


PLOSS, SIDNEY I. Moscow and she Polish 
Crisis: An Interpretation of Soviet Poli- 
cies and Intentions.-Pp. x, 182. Boulder, 
CO: Westview Press, 1986. $26.50. 
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C. M. Hann, a research fellow in anthro- 
pology at Cambridge University, selected 
what he acknowledges is an atypical Polish 
village for his studies: Wislok. It is acommun- 
ity of a few hundred souls in the Bieszczady 
Mountains near the frontiers with Slovakia 
and the Ukraine. In 1947 the Communist 
authorities expelled the Ruthenian (Habs- 
burg Ukrainian) Orthodox and Uniate 
Christians who had lived in the area for 
centuries and resettled ethnic Poles, mostly 
poor peasants, on their lands. These new 
settlers ought to have been the stuff of which 
a socialist peasantry was made, but in practice 
they quickly became alienated from the 
regime. 

This is not the conclusion of two establish- 
ment scholars in Poland, the sociologist 
Henryk Jadam and the ethnographer Maria 
Biernacka, both of whom found the Bieszeza- 
dzianie—a term Hann never encountered in 
Wislok—fully integrated, with a strong re- 
gional consciousness, and wholly supportive 
of the socialist system. Hann follows Andrezj 
Potocki, a maverick sociologist whose work 
on the area has not been published in 
Poland, to diametrically: opposite conclu- 
sions. Unlike Jadam and Biernacka, Hann 
and Potocki worked in the field, where they 
found a striking absence of economic integra- 
tion and a latent hostility toward: Warsaw. 


' The Roman Catholic Church retains consider- 


able authority, although Hann rejects the 
“myth” of a harmonious, church-centered 
“rural civilization” as a plot by Rome’s 
emissaries to retain their power and preserve 
the “legitimacy of Christian doctrine.” 
Collectivization was a failure in Poland, 
where today four-fifths of the arable land 
belongs to more than 3 million private 
farmers. The case of Wislok would seem 
paradoxically to suggest, however, that the 
days of the peasantry as a sociopolitical and 
economic category are numbered in Poland 
as everywhere in industrializing societies. It 
is simply not possible for the family farm to 
compete in the modern world. What Hann 
calls a “peasant mentality” and the “peasant 
class” have survived precisely because of 
collectivization’s failure, but new attitudes 


po 


BOOK DEPARTMENT 


— 


are everywhere making themselves felt among 
the younger generation. 

Wislok was little touched by Rural Solidar- 
ity during the first couple of years of this 


‘decade, but that is not the point of Hann’s 


title. The village has existed in its modern 
form only forty years and is still seeking its 
identity. Whether it will passively submit to 
dictates from Warsaw is not entirely clear, 
but Hann’s excellent analysis provides some 
insights into the possibilities that lie ahead. 

Sidney I. Ploss gives us little we could not 
get from the index of the New York Times. It 
is simply not possible to take seriously an 
author who calls Lenin “the only infallible 
Soviet leader prior to Brezhnev.” One is at a 
loss to make any sense of the comment that 
“the Poles had to make concessions that 
were far-reaching if only rhetorical” when 
the author reveals in the same paragraph 
that “Kania and Jaruzelski acknowledged 
the right of the Soviet Union to intervene by 
force if necessary to safeguard what the 
Soviet leaders understood to be socialism in 


Poland.” This study reveals nothing about - 


Soviet intentions or policies that has not 
already entered the domain of common 
knowledge. 
WOODFORD McCLELLAN 
University of Virginia 
Charlottesville 


HOPKIRK, PETER. Setting the East Ablaze: 
Lenin's Dream of an Empire in Asia. Pp. 
x, 252. New York: W. W. Norton, 1985. 
$17.95. 


The Bolshevik revolution in Russia sent 
shock waves around the world after October 
of 1917 even though it was by no means 
certain that the Reds could consolidate their 
victory. The hopes and fears engendered by 
this significant event were nonetheless con- 
siderably in excess of-what was realistically 
feasible or probable. Yet, from the beginning, 
Lenin and his cohorts envisioned flames of 
their revolution spreading to both the East 
and West. 

It was in Central Asia eee much of the 
immediately induced dream was acted out. 
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Although this region had historically spawned 


.some of the most ferocious and dominating 


tribes in history, it had become the backwater - 
of Asia and subject to the shifting fortunes of 
its more powerful empire-building neighbors. 
It was here that the British sought to resist 
Bolshevik efforts to undermine their position 
in India and China. It was in this vast desert 
region that the White Russians made their 
last stand. It was also in this area that first 
Enver Pasha of Turkey and then the Chinese 
Muslim Ma Chung-yin sought to ignite the 
local Muslim populations into a holy war to 
create their own respective empires. ae 

The Russian forces, in characteristically 
czarlike manner, did dominate much of the 
region—they are still trying in Afghanis- 
tan—-but they failed to precipitate the world 
revolution and certainly did not ignite a 
Russian-dominated Asian revolution. When 
the empire collapsed after World War II, 
European powers survived without their 
colonies and those underdeveloped countries 
that underwent social revolution did’ so 
despite Russian efforts and generally sepa- 
rately from Russian domination. 

Hopkirk’s study is very readable and 
interesting, and it brings to light some little- 
known historical data. The special insights 
to some extremely interesting personalities 
make the book particularly enjoyable. The 
book is also a resource for providing addi- 
tional perspective on the problems created 
between Soviet revolutionary theory and the 
realities of world politics. On the other hand, 
the title implies more than the analytical and 
descriptive aspects of the book can justify.. 
The focus is more on the unique and colorful 
characters who sought to upset Soviet 
policy—and on their own special dramas— 
than it is on an effort to implement that 
policy. While that makes the story inter- 
esting, it does little to explain why there was — 
such a gap between what the Soviets wanted 
to do and what they were actually able to 
accomplish. : 


ARVIN PALMER 
Northland Pioneer College 
Holbrook 
Arizona ` 
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McNEIL, WILLIAM C. American Money and 
the Weimar Republic: Economics and 
Politics on the Eve of the Great Depres- 
sion. Pp. x, 352. New York: Columbia 
University Press, 1986. $35.0€. 


As policymakers today confront the prob- 
lems of collecting international debts from 
unstable democratic governments that are 
seeking to borrow more, they would be wise 
to consult the historical record. American 
Money and the Weimar Republic explains 
how attracting and allocating foreign loans 
between 1924 and 1929 became the focus of 
conflict between political factions within 
Germany and between Germany and the 
Allies. Because of Germany’s reparation 
debts, governments on both sides believed 
that lending should be restrained and chan- 
neled, but they were reluctant to take on the 
responsibility. 

The Dawes agreement of 1924 opened the 
way for German borrowing in New York and 
also scheduled (again) German reparation 
payments to the Allies. The Allies intended 
the Dawes loans to restore enough political 
and financial stability to the German govern- 
ment for it to pay reparations. Like the 
International Monetary Fund with problem 
debtor countries today, a reparations agent 


was appointed to police the agresment—to | 


verify whether Germany was balancing its 
budget and to recommend whether economic 
conditions warranted increases or decreases 
in the scheduled payments. The central story 
of the book is how the agent’s valtant efforts 
failed. Hope for his mission’s success led the 
agent to tolerate temporary lapses by Ger- 
many, which then trapped the agent as the 
lapses became chronic. 

Germans hoped that the loans, in addition 
to providing needed capital, would work as a 
lever to reduce reparations. American banks 
and bondholders would have reparations 
_ Slashed in order to maintain prosperity in 
Germany and protect their investment. Be- 
cause the loans mostly went for public 
works, unemployment relief, and investment 
in sectors with excess capacity already, they 
made no commensurate increase in Ger- 
many’s ability to earn foreign exchange. 
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The fragility of Weimar democracy led to 
government deficits and demand for borrow- 
ing. When the economy slipped into depres- 
sion in 1925-26 and in 1929, the borrowing 
needs of Weimar’s new welfare state soared. 


‘Competition by American banks for the 


business of underwriting the loans left little 
restraint on the supply side of the lending 


` process until 1929, when all the lending 


stopped. Being forced then to balance its 
budget led to maximum economic and polit- 
ical damage in Germany and eventually to 
Hitler’s takeover. 

The reader should not jump to conclude 
that American money caused the demise of 
the Weimar Republic. The loans were a key 
issue over which the parties tore apart the 
Republic’s fragile democracy. But the readi- 
ness of the parties to do so predated the 
loans. 

In discussing the economics of German 
business cycles and of reparation transfers, 
McNeil takes several controversial positions 
without adequate justification. Fortunately, 


this does not detract from the political 


analysis, because his positions are close to 
those of contemporaries. 

McNeil gives us a useful and well-told 
cautionary tale. When a government turned 
to foreign creditors because it was politically 
too weak to raise resources at home, the 
same weaknesses led it to allocate the bor- 
rowed resources uneconomically. Being able 
to borrow abroad did not help democracy in 
Weimar Germany. 

STEVEN B. WEBB 

U.S. Department of State 

Washington, D.C. 


' NARKIEWICZ, OLGA A. Eastern Europe: 


1968-1984. Pp. ii, 273. Totowa, NJ: Barnes 
& Noble, 1986. $31.50. 


STEVENS, JOHN NELSON. Czechoslovakia 
at the Crossroads. Pp. xiv, 349. Boulder, 
CO: Eastern European Monographs, 
1985. Distributed by Columbia University 
Press, New York. $35.00. 


po 


BOOK DEPARTMENT 7 


It is often refreshing to read books on 
Eastern Europe written by British academics, 
because these authors tend to be less agitated 
by righteous anticommunism than their 


American counterparts. But what does one -~ 


make of Narkiewicz’s claim that “classifying 
the regimes [of Eastern Europe] as ‘totali- 
tarian’ or ‘authoritarian’ in the manner of 
some political scientists is rather erroneous”? 
Granted that totalitarianism is a controver- 
sial concept; but if we are asked not to call 
East Germany, Romania, Bulgaria, Czechos- 
lovakia, Poland, and—-yes—Hungary author- 
itarian, what are they? Unfortunately, this 
update on political and. socioeconomic de- 
velopments in Eastern Europe by Olga A. 
Narkiewicz ventures close to becoming an 
apology for the regimes in power. 

About the Prague Spring she writes that 
“many of the reforms were on the verge of 
collapse even before the invasion and that 
only the invasion saved their reputation.” By 
contrast, John Nelson Stevens, the other 
author under review, quotes approvingly 
that “there was no evidence that Czech- 
oslovakia’s economic reform was going to 
fail.” What another writer has called “the 
first authentic workers’ revolution in history” 
(T. G. Ash, The Polish Revolution: Solidar- 
ity [New York: Vintage Books, 1985], p. 311) 
is suspected by Narkiewicz to involve an 
“American intervention” if not an ill-timed 
plot by the Central Intelligence Agency. In 
the end she surprises her readers with a 
scenario of hope that 


presupposes that the two superpowers are suffi- 
ciently weakened by the mutual struggle to retain 
superiority, to loosen their grip on their spheres of 
influence. Such an event would be accompanied 
by a growth of dissension within the spheres of 
influence and by the eventual overthrow of the 
superpowers’ dominance (p. 257). 

In Iran it has happened already, she suggests, 
and in Poland it almost did. 

The somewhat loose fit of the various 
parts of her argument harms the book 
throughout. In part it is a consequence of her 
reliance on long quotes from secondary 
sources and a change of focus—halfway 
through the book—-from the promised analy- 
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sis of Eastern Europe between 1968 and 1984 
to a general discussion of the East-West 
conflict. Also, we learn very little about the 
developments in East Germany, Romania, 
and Bulgaria. 

John Nelson Stevens’s book on the 
CSSR’s economic dilemmas is a more conven- 
tional scholarly monograph, with extensive 
statistical tables and graphic displays substan- 
tiating every step of the argument. Stevens 
leads us through Czechoslovakia’s economic 
development, from the days before the 1948 
coup up to the 1980s. 

Primary attention is naturally date to 
the events surrounding the Prague Spring. 
Steven writes “that almost all the provisions 
of the [CSSR’s 1967] New Economic Model 
have been tried at one time or another 
elsewhere within the Bloc” and that “any 
opinion that developments in the national 
economy per se triggered the Soviet interven- 
tion seems difficult to support.” Workers’ 
participation, however, introduced by the 
1968 Action Program of the Communist 
Party, may have contributed to the basically 
political concerns of the Soviet Union. 

While the so-called normalization after . 
the Warsaw Pact invasion of August 1968 
involved the reintroduction of the Soviet- 
type planning model, this was mollified by 
administrative decentralization and some 
accommodation of consumer needs. The 
democratization drive of the reformers, how- 
ever, was stopped. 

Czechosiovakia has the potential of a - 
“Switzerland of East Europe,” Stevens con- 
cludes, but in fact it is “a political and. 
economic casualty of European and East- 
West conflicts.” 

KARL H. KAHRS 

California State University 

Fullerton 


SCHMIDT, HELMUT. A Grand Strategy for 
the West: The Anachronism of National 
Strategies in an Interdependent World. 
Pp. xvii, 159. New Haven, CT: Yale 
University Press, 1985. $12.95. 


200 


CARR, JONATHAN. Helmut Schmidt: Helms- 
man of Germany. Pp. 208. New York: St. 
Martin’s Press, 1985. $25.00. 


That a person has achieved th2 status of a 
recognized international leader does not and 
should not endow his or her published 
reflections with magisterial wiscom. In the 
case of Helmut Schmidt, however, one en- 
counters a statesmanlike equipoise and world- 
mindedness that justify incorporating his 
prestigious Yale University-sponsored Stim- 
son Lectures in durable book form. What is 
more, his admirable rationality, his clear and 
concise expression, his profound appreciation 
of political economy as an inescapable inter- 
penetration of politics and economics set 
him apart from most of his contemporaries. 
He appears to embody those qualities of 
temperance and moderation so esteemed by 
some of the classical political ph‘losophers. 

Helmut Schmidt is an eloquent advocate 
of Western—including Canada and Japan— 
collective security. His political realism warns 
him never to drop his posture of vigilance 
toward Soviet expansionist designs. Yet his 
common sense cautions against nuclear saber 
rattling. In particular, he dislikes the Reagan 
Strategic Defense Initiative because it is 
technologically incapable of providing an 
impenetrable protective umbrella. Even 
more, he grimly puzzles over the conceivable 
benefit for Germans—and Poles, too—when 
central Europe would become the battle- 
ground and site of frightful carnege. Ameri- 
can leadership may be acknowledged in 
Western grand-strategy formulation, but cer- 
tain preconditions must be met. 

For its optimism, its energy, its great 
generosity, the United States merits respect 
and gratitude. Nonetheless, these qualities 
do not exempt the superpower from com- 
porting itself as a true partner. Schmidt 
remonstrates against the American practice 
- of repeatedly unveiling a fait accompli. Prior 
consultation with its Western allies is re- 
quired, eventuating in a joint hammering out 
of policy and tactics. Thus Schmidt exhorts 
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greater reliance upon conventional forces, 
with bold efforts exerted to lure the. French 
back into the fold; Schmidt recommends a 
French commander in chief. European input 
toward the resolution of regional conflicts, 
including those in Central America and the 
Caribbean, should also be solicited by the 
United States, since the former’s greater 
objectivity might be helpful. From a states- 
man’s perspective, American blunders spin 
off repercussions impairing Western global 
strategy with ultimate weakening of European 
defense capacity. 

If readers set about deliberately seeking 
grounds for disputation with Schmidt, they 
will find themselves hard put. Schmidt 
staunchly opposes protectionism. He advises 
the United States against pressuring the 
Japanese, favoring instead Japanese applica- 
tion of its surplus toward assisting developing 
nations. As an enlightened “conservative 
liberal,” he urges the leading lender banks to 
renegotiate scheduled interest payments with 
the Latin American debtor nations. He also 
counsels the International Monetary Fund 
to act prudently and relax its insistence upon 
austerity lest the desperate poor turn toward 
revolutionary expedients. 

To be sure, one may transgress the implicit 
parameters of present discourse and, while 
remaining within the compass of Western 
solidarity, apply the critique of democratic 
socialism. Thus Schmidt really has no solu- 
tion for the chronic American adverse trade 
balance other than palliatives, such as a 
somewhat reduced defense budget. His con- 
demning from a market-economy standpoint 
the European and American alleged overpro- 
duction of grain at a time when starvation is 
widespread evokes the Marxist cliché of 
“contradictions” within capitalism. How- 
ever, we are dealing with a pragmatist who 
prefers humane corrective tinkering to the 
risks of radical surgery. Hence, in judging 
Schmidt on his own grounds, which include 
a constructive give-and-take with the Soviet 
Union and an underscoring of global interde- 
pendence, we can only hope that others of his 
stature attain leadership on the world scene. 
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The appearance of the journalist Carr’s 
book constitutes a most opportune comple- 
ment to Schmidt’s lectures. For admirers of 
the ex-chancellor’s political sagacity, what 
Carr offers is a quasi-biographical study of 
Schmidt’s economic, fiscal, and foreign af- 
fairs policies and tactics. The congruence of 
Schmidt’s prescriptions as academic lecturer 
with the political stands he took both within 
the German Social Democratic Party and as 
governmental officeholder becomes abun- 
dantly clear. He also sought to devise coopera- 
tive ventures with East Germany while side- 
stepping—not always successfully—the 
snares that might supply a tactical advantage 
to that Soviet satellite. l 

After sketching some of the early episodes 
in the family upbringing, education, military 
service, and character formation of his sub- 
ject, Carr concentrates upon the emergence 
and maturation ofa superb political creature. 
It is clear that Carr is an admirer of Schmidt, 
yet he is no blind devotee, unaware of his 
hero’s limitations. Carr repeatedly calls atten- 
tion to Schmidt’s acerbic tongue and indi- 
cates his slippage in effectiveness during the 
closing phase of his chancellorship. Whatever 
Schmidt’s failings, one gets the sense that 
Germany was the better because of his 
presence. 

Carr introduces the reader to the more 
prominent German politicians with whom 
Schmidt associated, both as foils for the 
expression of Schmidt’s personality and as 
ideologists prodding Schmidt into clarifying 
his own doctrines and positions. Thus, while 
opposing the sometimes reactionary policies 
of Franz Josef Strauss, Schmidt refused the 
concessions Willy Brandt advocated as a 
way of attracting a youthful radical consti- 
tuency. And while seeking a modus vivendi 
with the Soviet Union—sometimes exasper- 
ating American critics—and urging the abate- 
ment of the superpower arms race, he incurred 
the wrath of pacifist elements by supporting 
the emplacement on German soil of .the 
U. S. nuclear deterrent. Together with his 
esteemed friend Giscard d’Estaing of France, 
the pro-American Schmidt dared assert what 
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he conceived of as pro-European monetary 
and trade policies in defiance of U.S. pre- 
ferences. Carr sees Schmidt as unmistakably 
his own man. 

Well organized and clearly written, Carr’s 
book is disappointing in some respects. Only. 


_ with difficulty would I believe that Schmidt’s 


marriage had no impact upon, his political 
life, yet I was forced to that conclusion by the 
paucity of reference on Carr’s part. The . 
reader also discovers that the chancellor is 
both an accomplished pianist and a connois- 
seur of good painting. Again, Carr reserves” 
scant space for the aesthetic dimension. | 
Should one argue that, after all, this is 
political biography, then why the abbreviated ` 
coverage of Schmidt’s attitudes toward ecolog- 
ical issues, the student movement, neo- 
Nazism, or an in-depth analysis—in view of 
Schmidts Wehrmacht background—ofGer- | 
man rearmament. Nevertheless, when all is 
said, Carr succeeds in making a convincing | 
case in support of the book’s subtitle: “Helms- 
man of Germany.” 
ELMER N. LEAR 
Pennsylvania State University 
Middletown 


SPOTTS, FREDERIC and THEODOR WIESER. 
Italy, a Difficult Democracy. Pp. xi, 329. 
New York: Cambridge University Press, 
1986, $37.50. 


URBAN, JOAN BARTH. Moscow and the 
Italian Communist Party: From Tagliatti 
to Berlinguer. Pp. 370. Ithaca, NY: Cor- 
nell University Press, 1986. Paperbound, 
$14.95. 


Italy appears paradoxical, and these 
volumes suggest some of the reasons why. 
The Communist Party (PCI) is still going 
strong, despite singular efforts by the Vati- 
can, Washington, and sometimes Moscow to` 
cut it down to size. About one in three 
Italians. votes for the PCI, notwithstanding 
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that Italy is now the world’s seventh largest 
economy and Italians number among the 


most affluent people on earth. Furthermore, ` 


this transformation has occurred notwith- 
standing all of those indicators of excessive 
political conflict and governmental instability 
that have been Italy’s steady state these last 
forty years. 

The paradox of the democratic republic is 
not just its survival; it is, above all, its 
vigorous growth and, yes, its fundamental 
stability that seem to fly in the face of much 
of what we think we know about political 
systems, institutions, and behavior. 

Spotts and Wieser underscore the paradox 
by applying to the Italian polity Galileo’s 
comment about the earth’s relationship to 
the sun: “And yet, it moves!” The imagery is 
not apt. Neither was Galileo surprised by his 
discovery, nor did he find it paradoxical. He 
meant to be sardonic regarding the obscuran- 
tist orthodoxy of his time that masqueraded 
as science. Similarly, Italy will look paradoxi- 
cal only if we believe, deep down, that to 
qualify as a democracy it should be a mirror 
image of Great Britain or the United States. 

The Spotts and Wieser survey, although 
it is intelligent, well informed, and often 
illuminating, too often reinforces many of 
our stereotypes of Italy. Thus, after almost 
300 pages of description, some of it very 
lively, of Italian politics, Spotts and Wieser 
ask, “Why in fact does the ship, rudderless 
and awash, sail on instead of sinking?” A real 
answer would require less descr.ption and 
more analysis than-one finds in these pages. 
Instead, they suggest the Italian “substructure 

‘is solid,” which is a variation of the bromide, 
so dear to Italians, that the “legal country” is 
corrupt and moribund but the “real country” 
is sound. 

Joan Barth Urban comes at this question 
-with no such preconceptions. Her meticulous 
study of the relationship between the PCI 
and Moscow, based on both Italian and 
Soviet primary sources, gives us one of the 
more important analyses of that party to 
appear outside of Italy. No one who reads 
this study with an open mind will ever accept 

that picture of the PCI that its major detrac- 


tors have tried to project. Urban finds that 
the PCI is not Marxist-Leninist, not automa- 
tically pro-Soviet or inclined to take orders 
from Moscow, not doctrinaire, quintessen- 
tially Italian, and genuinely committed to 


parliamentary democracy. We can infer from 


this, at a minimum, that postwar Italian 
democracy’s successful evolution owes some- 
thing to this party. 

Urban also makes the point that the PCI 
was not automatically anti-American, either. 
Rather, its hostility to the United States was 
forced on that party by the onset of the cold 
war and by the United States’ open support 
of the Christian Democratic Party. American 
intervention in Italy’s internal politics is 
several times mentioned by Spotts and Wieser 
as well, but Urban brings us directly into the 
PCI, including its complex maneuvers and 
debates, to show how international conflict 
can affect national politics. When forced to 
make very hard choices, the PCI opted for 
democracy and, in a fundamental sense 
during the Berlinguer era, for the West. As 
Urban says, the PCI elected not just for 


autonomy within Moscow’s orbit but, rather,’ 


disengagement from it. 

Italians understood this, too. The nature 
of the PCI, and its behavior for forty years, 
constitute just two of meny indicators that 
Italy’s “legal country” is very sound indeed. 
The rest of us have to learn not to take either 
the Italians or the survey research teams too 
literally when they next tell us that Italian 
democracy is in crisis or in danger of falling 
apart. 

JOSEPH LaPALOMBARA 

Yale University 

New Haven 

Connecticut 
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GOLD, PHILIP. Evasions: The American 
Way of Military Service. Pp. xxiii, 182. 
New York: Paragon House, 1985, $17.95. 


‘a 


BOOK DEPARTMENT 


Can a society founded on individual 
liberty, fearful of central power and standing 
armies, and historically addicted to evading 
military responsibility maintain effective 
forces in an age of continuous national peril? 
Can that society ever find a morally sup- 
portable imperative for general military obli- 
gation? Yes, asserts Philip Gold of George- 
town University, but only in support of a just 
national strategy against a tangible danger. 
“Conscription,” he writes, 
is only necessary if it is to be the American purpose 
to offer this planet alternatives to either Armaged- 
don or a communistic New Dark Age. Nothing 
else, nothing less, can justify its return. And if it is 
not to be the American purpose to provide such 
alternatives, then much of the currently standing 
military should be dismantled immediately, and 
the wealth and talent contained therein turned to 
the problem of American welfare in the world that 
would ensue (p. 152). 


Gold makes three arguments. In a section 
on philosophy he examines the history of 
just-war theology and concludes that in a 
just cause the survival of the community 
outweighs the rights of the individual. In a 
section on history he examines American 
attitudes toward military service during the 
Revolutionary War and Vietnam and calls 
for the restoration of military idealism. In a 
section on policy he criticizes the course of 
American foreign and military strategies 
since World War II, raises alarming threat 
perceptions and contingencies, and calls for 
a just and morally defensible American 
grand purpose. Posing the existence of a 


simple bipolar world value structure and 


reasoning out of traditional just-war theory, 
he writes with a burst of ethnocentric Wil- 
sonian rhetoric: 


If it is to be the American purpose to offer this 
pianet alternatives to slavery and holocaust—to 
practice a prudent civic virtue on a planetary 
scale—it will require the full participation of the 
American people, as well as their tacit consent. 
And if it does become our purpose, and we 
succeed, we will have become what the founding 
fathers always sensed we might become. The last, 
best hope of man (p. 155). 


This lightly documented book is obviously 
a part of the current controversy over Ameri- 
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can military and foreign policy. Although 
they have a disarming tentative quality, 
Gold’s arguments are confrontational and 
often dogmatic. The core of his contention, 
sometimes articulated and sometimes merely 
implied, is that once homogeneous values 
and a common definition of national policy 
are secured, “civic virtue” requires that indi- 
viduals not only acquiesce but also help 
carry out the design. Military service is a 
unique and special condition that permits no 
evasion. Although he might include modifica- 
tions to ensure equity and provide for an 
“intermediate obligation” to serve only on 
national territory in peacetime, he implies | 
that once policy is established, effective 
resistance is unacceptable. 

Half a century ago Reinhold Niebuhr 
addressed the same issues in Moral Man and 
Immoral Society and came to strikingly 
different conclusions. Like Niebuhr, many 
thoughtful Americans might agree with Gold 
pragmatically, but they would consider en- 
dowing any particular social system with 
objective qualities of morality and justice as 
dangerous to the future of the Republic as 
any foreign threat. Moral, just, and necessary 
are three quite different imperatives in a 
world of multiple realities. Unwilling to play 
out a Greek tragedy by allowing themselves 
to be destroyed by their own virtue, those 
who have learned to endure moral ambiguity 
might under duress impose similar policies. 
But they would not deceive themselves by 
raising the cry of justice and moral universal- 
ism. This is no mere quibble. On the crucial 
points of difference between moral absolutes, 
the political power of the community to 
impose conformity, and the individual’s right 
to construct an independent moral world, 
rest the only important differences between 
us and our adversaries and, I might add, 
between myself and Gold. i 

. DANIEL R. BEAVER | 

Center of Military History 

Washington, D.C. 
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JACOBSOHN, GARY J. The Supreme Court 
and the Decline of Constitutional Aspira- 
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tion. Pp. ix, 182. Totowa, NJ: Rowman & 
Littlefield, 1986. $29.50. 


This volume is another contribution to 
the debate over the the theoreticai grounding 
of judicial review and the role of the Supreme 


Court in interpreting the Constitution. Jacob- - 


sohn joins the intellectual warfare among 
contesting interpretivists, noninterpretivists, 
activists and Self-restrainers, interest-based 
theorists and rights-based theorists to assert 
that all of these modern jurisprudential 
approaches have lost touch with one of the 
essential elements in the political philosophy 
of the founders and framers—the natural 
law context of the constitutional period and 
of the first century thereafter. 

Jacobsohn finds that each of the modern 
positions has its drawbacks. Interpretivism 
confines judicial activism and conserves con- 
stitutional purpose by tying constitutional 
interpretation to the specific language of the 
document and the intent of the rramers as 
derivable therefrom; but it leaves the process 
drained of aspiration and fails to relate the 
exercise of judicial power to the broader 
purposes of the polity. The more liberal 
noninterpretivist theorists see the Constitu- 
tion as more than a “positivistic legal docu- 
ment,” but their theories encourage activist 
judges to substitute modern goals and values 
for those of the founders and the document 
itself. 

Jacobsohn is convinced that to discover 
the underlying spirit of the Constitution and 
the aspirations of the framers, one must look 
at the Declaration of Independence, where 
these values are explicitly stated. The Declara- 
tion is of more than historical or rhetorical 
importance and the Constitution must be 
read in the reflected rays of its central 
principle, liberty. Liberty is, in Lincoln's 
words, “ ‘the apple of gold’ to us. The Union 
and the Constitution, are the picture of silver 
subsequently framed around it.” The Con- 
stitution protects liberty, the right of in- 
dividuals to pursue their goals, but does not 
contain a specific vision of whet society 
should become. The checks and balances, 
the governmental devices provided by the 
constitutional document install a political 


mechanism that, once set in motion, is 
designed to function automatically to equal- 
ize opportunity, check ambition, and secure 
liberty. 

This meticulous reexamination of the 
statements on judicial review of earlier consti- 
tutional theorists—Madison, Hamilton and 
Lincoln, John Marshall, James Wilson and 
Joseph Story—scrapes away the distortions 
of later theorizing to emphasize an older 
natural rights philosophy that puts their 
ideas in context. Traditional thought, if 
correctly interpreted, supplies a moral under- 
pinning for the process of constitutional 
choice. The discussion in this tightly reasoned 
presentation supplies some critical distinc- 
tions that will enhance the quality of the 
ongoing constitutional debate. 

EVA R. RUBIN 

North Carolina State University 

Raleigh 


KAHIN, GEORGE McT. Intervention: How 
America Became Involved in Vietnam. 
Pp. xu, 550. New York: Knopf, 1986. 
$24.95. 


DIETZ, TERRY. Republicans and Vietnam, 
1961-1968. Pp. xv, 1984. Westport, CT: 
Greenwood Press, 1986. $29.95. 


Marking a pivotal event in American 
foreign policy, the stream of literature con- 
cerning Vietnam is unabated, but the quality 
varies. Here, however, are two volumes of 
solid caliber. Kahin has intensively studied 
Southeast Asia. His work is well written, 
documented, and, despite length, interesting. 
The story, to the “polarization” in the spring 
of 1966, is melancholy, utilizing newly de- 
classified documents to show U.S. involve- 
ment in a culturally alien area, of military 
rather than of political-social perspectives. 
Dietz looks at Republican domestic politics 
and the war, clearly showing the leaders’ 
ambivalence until the crucial 1968 election, 
when bipartisanship ended. 

To someone immersed in Vietiana, the 
Kahin outlines are familiar. President Ken- 
nedy said America was prepared to meet any 
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challenge, and when these mounted,/the 
country raised resources inordinately. Presi- 
dent Johnson, a domestic master, was on 
unfamiliar foreign ground. In his administra- 
tion he was the last dove, but influenced by 
his advisers. l 

American figures in Washington and Viet- 
nam and their judgments are chronicled, 
Deputy Ambassador Johnson showed moral 
courage when later assessing a 1964 policy 
action: “I don’t feel” we presented “the 
President, in a clear cut fashion, the alterna- 
tives... I don’t think we served the President 
well.” Two other foreign service officers— 
shades of pre-Communist China—gave pessi- 
mistic appraisals in meetings with the presi- 
dent. The tide of views, however, was 
otherwise. 

As escalation continued, Saigon proved 
predictable. Americans shouldered its forces 
aside, and Saigon willingly gave them more 
responsibilities and casualties. When a regime 
proved incompetent and sensed the United 
States wanted a change, it made private 
overtures to Hanoi for a neutralist settle- 
ment. Kahin describes “the fixed polariza- 
tion,” when the weary Vietnamese, typified 
by the Buddhist-led Struggle Movement, 
sought negotiations and a neutralist, foreign- 
independent government. This last non- 
Communist political force was eliminated 
and the stark, prolonged struggle against the 
National Liberation Front and Hanoi was 
poised. 

At home the unique nature of the war, its 
duration and incremental warmaking, created 
complications for the Republicans and added 
to the dilemma of conventionally expected 
bipartisanship. Dietz clearly follows the Re- 
publicans from unquestioning support to 
dawning understanding that the Democrats 
were mishandling the war. 

Remarkably, the Republicans gave sup- 
port and muted criticisms over a long stretch. 
Dietz attributes this to certain key figures. 


Senator Dirksen and Congressman Halleck 


kept support for President Kennedy. That 
these three shared a genuine likitig reinforced 
this support: As minority Senate leader, 
Dirksen was close to President Johnson and 


205 


cooperated by stressing unity and by calming 
his party’s swelling restiveness and critical 
chorus. 

House Republicans, led by Gerald Ford, 
showed a “greater innovative spirit” and 
sought credibility. Melvin Laird and Senator 


_ Goodell offered “intelligent criticism” of the 


administration. Republican support, despite 
strains, held until the 1968 election. Then 
Richard Nixon, imitating Eisenhower's go- 
to-Korea gambit in 1952, succeeded to the 
presidency by announcing he had a “secret” 
plan to end the war. 

Either-or can prove the bane of American 
diplomacy. The simple alternatives, to win 
or to lose, so typical of American culture, 
confronted a world of confusing, gray alterna- 
tives in Vietnam. Compounding this were 
priorities and limits. 

General Marshall in World War II be- 
lieved an American trait required planning 
for a conflict lasting no more than four years. 
He calculated that American democracy 
would not engage longer without significant 
dissension. Thus important Vietnam prob- 
lems may have been partially overshadowed 
by a crucial fact: it was America’s longest 
war. - a 

ROY M. MELBOURNE 

Chapel Hill 

North Carolina 


MORALES, JULIO. Puerto Rican Poverty 
and Migration. Pp. xvii, 253. New York: 
Praeger, 1986. $33.95. i 


At its heart, this work is a polemic. That 
fact, however, does not detract from its 
potential value for scholars. Morales’s empha- 
sis upon the colonial nature of Puerto Rico’s 
relationship to the United States is used 
more as a device for assigning blame for the 
current plight of poor Puerto Ricans, both 
on the island and on the mainland, than as a 
source of variables for a migration model. 
An open-minded scholar from the mainland 
will probably admit that the acceptance of 
some degree of guilt is appropriate. It would 


206 THE ANNALS OF THE AMERICAN ACADEMY 


appear to be Morales’s hope that such accep- 
tance might lead to policy changes that 
would enhance the well-being of Puerto 
Ricans who migrate and those who do not. 
He does go a bit far, however, when he 
occasionally substitutes the island’s pre-His- 
panic name “Borinquen” for “Puerto Rico.” 
For example, his usage of the ancient name 
in the statement that “they were pushed out 
of Borinquen while being pulled to New 
York City” is as ludicrous as would be the 
substitution of the Aztec name “Tenochtitlan” 
for present-day “Mexico City.” 

Morales builds his case with data from 
the U.S. census and secondary sources and 
with personal interviews with persons at the 
source and destination of the migratory 
flows. While the interview techrique has a 
number of well-known shortcomings, they 
here serve to establish points that could 
never be divined from census data. For 
example, farmers and public officials in New 
England as well as Puerto Ricans in New 
England and Puerto Rico make it clear that 
farm labor was actively recruited from the 
` island during and after World War II. The 
perspective at that time was one of a move- 
ment of labor reacting largely to pull factors. 
This recruitment established a base camp to 
which later migrants would move. The more 
recent migration has been “push” in nature, 
being related to failed economic policies on 
the island. Morales sees the industrialization 
program known as “operation bootstrap” as 
a U.S. government program imposed upon 
Puerto Rico. Operation bootstrap and an 
earlier “colonial” policy that transformed 
Puerto Rico’s agriculture from its family- 
farm status into plantations are seen by 
Morales as the principal causes of present- 
day poverty on the island. The agricultural 
transformation pushed many more people 
from the land than could be absorbed by the 
allegedly ill-conceived industrialization pro- 
gram. It then follows that most of the out- 
migration of recent decades is to be blamed 
on the failure of those policies. 

There has been another villain at work, 
however, and one that receives very little 
attention in this work. The averagé annual 
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rate of natural increase in population in 
Puerto Rico has approached 2 percent during 
the past few decades. It is interesting, there- 
fore, and probably instructive that one does 
not find an index reference to population or 
population growth. For any given develop- 
ment strategy for Puerto Rico, the push 
forces would have been less, the less rapid 
had been population growth. Indeed, if one 
takes population growth as given, the fact 
that Puerto Ricans are U.S. citizens can be 
seen as a safety valve not available to other 
Caribbean peoples, The reluctance to admit 
population growth as a factor shows up over 
and over in the discussion of unemployment, 
which is invariably seen as resulting from a 
shortage of demand for labor and never as an 
excess of supply. Whereas Morales helps us 
to remove our blinders with regard to the 
impact of colonial behavior on the Puerto 
Rican economy, he persists in wearing his 
blinders with regard to the impact of popula- 
tion growth. 

Morales builds the implied case that 
citizens of Borinquen would be better off if 
they had never encountered the Spaniards or 
the North Americans. That is something that 
we can never know. Puerto Ricans, like 
other peoples of the Caribbean and Latin 
America, must live with the fact of a colonial 
history. Each of the independent neighbors 
has had to deal with the problems of popula- 
tion growth, agricultural stagnation, in- 
adequate industrialization, and urban mi- 
gration. Whether an independent Puerto 
Rico would respond to these problems more 
in the manner of Haiti or possibly the 
Dominican Republic we cannot know. What 
we do know is that none of the others have 
had the safety valve of legal migration to the 
United States nor the welfare programs 
provided by the United States. 

Other important points emphasized in 
the work include the cuing system for mi- 
grants, historic and current competition 
among migrant groups, the ethnic nature of 
the political system and that system’s historic 
and current use by various groups, the 
inferior status of Puerto Ricans relative to 
other Hispanics, and, especially, the inability 
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of Puerto Ricans and blacks to form a 
coalition of the poor. ‘ 
WILLIAM E. COLE 
University of Tennessee 

Knoxville 


O'BRIEN, GAIL WILLIAMS. The Legal Fra- 
ternity and the Making of a New South 
Community, 1848-1882. Pp. xi, 231. 
Athens: University of Georgia Press, 1986. 
$23.50. 


This thoughtful monograph casts new 
light upon a continuing historical debate: 
did the Civil War enable aggressive, middle- 
class entrepreneurs to replace precapitalistic 
planters in leadership roles in the postwar 
South? By focusing upon those who partici- 
pated significantly in public affairs in Guil- 
ford County, a representative Piedmont com- 
munity in North Carolina, O’Brien moves 
beyond previous large-scale studies, which 
made no effort to relate power holders to the 
social setting in which they operated. She 
also employs a more sophisticated quantita- 
tive methodology than her predecessors used 
in identifying and evaluating power holders. 
Drawing upon manuscript census records, 
local newspapers, government documents, 
and private papers, she constructs a numeri- 
cal power index for more than 1800 commun- 
ity leaders, based upon their involvement in 
political institutions, economic and social 
organizations, civic rituals, and extra-institu- 
tional crisis management. Through a sampl- 
ing of four five-year periods surrounding the 
census years of 1850, 1860, 1870, and 1880, 
she tracks her notables through time and 
assesses the impact of the wartime experience 
upon their careers. | 

Community leaders, as a group, remained 
remarkably stable throughout the period, 
she concludes. Although the Civil War wit- 
nessed the deaths of some “high power 
holders” and encouraged the rise of younger, 
nonresident leaders, the postwar power struc- 
ture continued to draw from the same families 
and occupational categories that had domi- 
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nated the antebellum establishment. Wealthy 
farmers, who had promoted banks, mills, 
and railroads before the war, supported the 
industrial development of the county with 
equal enthusiasm in the late nineteenth cen- ` 
tury. Only merchants and other businessmen, 
who suffered crippling financial losses during 
the war, declined somewhat in influence, as 
attorneys replaced them at the top levels of 
community leadership. Economic diversifica- 
tion and the rise of a vigorous two-party 
politics contributed to the growing power of 
lawyers, who functioned as a strategic and 
stabilizing elite. Harmonizing rural and indus- 
trial interests, Guilford’s legal fraternity 
guided the community down the paths of 
economic progressivism and social conserva- 
tism. 

On its own terms, this is an admirable 
study of community development that should 
interest any serious student of Southern 
history. As an analysis of legal change and 
professional mores, however, it is disappoint- 
ingly thin. O’Brien seems unfamiliar with 
any recent important works on nineteenth- 
century legal history, and her generalizations 
about lawyers are bland and predictable. 
The significance of the bar’s increasing influ- 
ence in Guilford County is yet to be explored 
and will require an intensive scrutiny of 
courthouse records and other legal materials 
that do not lend themselves readily to 
quantification. 

l MAXWELL BLOOMFIELD 

Catholic University of America 

Washington, D.C. 


NOBLE, DAVID W. The End of American 
History: Democracy and Capitalism, and 
the Metaphor of Two Worlds in Anglo- 
American Historical Writing, 1880-1980. 
Pp. ix, 166. Minneapolis: University of 
Minnesota Press, 1985. $25.00. Paper- 
bound, $14.95. 


In The End of American History Noble 
makes another effort to demythologize Amer- 
ican history. For Noble neither God’s provi- 
dence nor humanity’s fulfillment depends on 
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the United States. According to him the 
United States is neither the new Israel nor 
the republic of a new humanity. 

An iconoclastic goal fits Noble well. Born 
an American Protestant, Notle saw his 
father lose his farm in the 1930s. Later Noble 
converted to Catholicism. . 

Describing his own inheritancs as a young 
historian, who came to maturity m the 1940s, 
Noble contends that professionel! historians 
of the first order were driven during the 
period from 1890 to 1940 to abandon those 
religious and political myths, metaphors, 
and paradigms of a radically unique Amer- 
ica. Noble makes his argument in reference 
to four major professional historians: 
Frederick Jackson Turner (1861-19372), 
Charles Beard (1874-1948), Richard Hof- 
stadter (1916-70), William Appleman Williams 
(1921 to the present), and Protestant theolo- 
gian and political philosopher Reinhold 
Niebuhr (1892-1971). 

For Noble, Turner’s guiding historiograph- 
ical myth of the frontier rested on an insoluble 
paradox: as America spread west It consumed 
the very frontier, the abundant resources and 
open space, that made Americz singularly 
unique. Inevitably Turner’s America de- 
stroyed itself as a republic as it exhausted the 
frontier and the very source of its virtue: its 
small and independent farming class. 

Beard, who forms the axis of Noble’s 
work, heroically but futilely, even bizarrely, 
struggled to define a unique America. Before 
World War I, Beard contended that the 
dynamics and rationalism of American indus- 
trialism would carry it beyond injustice and 
‘divisions of capitalism and assure a model 
democracy. Renouncing his pacifism, as so 
many of his generation did, Beard greeted his 
nation’s entrance into World War I as a 
chance to create international democracy for 
the world. In the 1920s he abandoned his 
hope in international peace and world de- 
mocracy, while yet more fervently contending 
that America had a unique destiny to play in 
the fulfillment of democracy. Hə first wel- 
comed Franklin Delano Roosevelt as “a new 
Moses who would lead Americans into the 
new world of industrial democracy,” only 
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later to depict him as an evil conspirator who 
placed the United States on the destructive 
path of internationalism. On the eve of 
World War II, Beard had come to see all 
internationalisms, Catholicism as well as 
Marxism, as a threat to America’s unique 
Jeffersonian tradition. 

After World War II, Richard Hofstadter 
carried the demythologization of American 
history a step further. What he cherished 
about the American experience was what 
was empirical and pragmatic about it. His 
enemies became the Populists and Progres- 
sives and those like them who idealized an 
America of virtue; his hero was Franklin D. 
Roosevelt of the New Deal, who led society 
pragmatically in reference to specific needs, 
possibilities, and circumstances. 

Going beyond Hofstadter in abandoning 
the myth of the virtuous republican America, 
William Appleman Williams contended that 
American myths of uniqueness were not 
merely distorted and fanatic abstractions, 
but instead were among the ideological tools 
of aggressive, international capitalism! For 
Williams, America’s greatest, highest myths, 
like those of a free market and open cove- 
nants, were rationalizations for expanding 
national, commercial, and industrial interests. 

Itis altogether clear that Noble associates 
himself with this devolution of American 
myth from Turner to Williams, and it is 
Noble’s equal intent to invite us to write a 
new American history. Like so many critical 
twentieth-century thinkers, Noble tells us 
that the myths and metaphors we have 
inherited do not work. Indeed, they endanger 
us. Freeing ourselves from these myths may 
be a matter of survival. 

However, questions remain that Noble 
should directly confront in a future work. Is 
there a history of nations, peoples, and 
classes without myths? Will the myths of 
other nations not compel America to form or 
maintain its own myths? Will the power of 
the United States not invariably invite myths 
of uniqueness—indeed, demand myths, para- 
digms, and symbols, which distinguish its 
past, present, and future from those of other 
nations? Will the state and its interests, the 
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people and their need for identity, not compel 
mythic stories of the history of the United 
States regardless of the critical qualms. of 
professional historians? Perhaps it takes one 
set of myths to beat another set of myths. 

In his next volume, Noble should help 
teach us about the paradigms and myths we 
need in order to write our history and our 
American history for our times. Noble’s 
work is worth waiting for. 

| JOSEPH A. AMATO 

Southwest State University 

Marshall . 

Minnesota 


RANELAGH, JOHN. The Agency: The Rise 
and Decline of the CIA: From Wild Bill 
Donavan to William Casey. Pp. 847. New 
York: Simon & Schuster, 1986. $22.95. 


The Agency is without a doubt the finest, 
best-documented, and most entertainingly 
written study of the Central Intelligence 
Agency (CIA) of which I know. It traces the 
agency from its first gleam in the eye of Wild 
Bill Donavan through the first term of 
William Casey on behalf of President Rea- 
gan. The first third of this massive volume 
deals with the years when I was a foreign 
service officer in the Department of State. 
Although I never had any connection whatso- 
ever, official or otherwise, with the CIA, the 
nature of my various assignments made me 
very much aware of its activities in some 
detail. John Ranelagh does use an occasional 
adjective that still makes me squirm after all 
these years, but I find nothing of substance 
with which to disagree. 

The average citizen has a highly distorted 
image of what the CIA does and what it is. Its 
cloak-and-dagger work wins it publicity and 
makes the best, if inaccurate, movies, but it 
really is not a band of masked Lone Rangers, 
with Douglas Fairbanks thrown in for good 
measure, yahooing through the swamps and 
over the hills. But this is by no means to say 
that from its very beginnings with Donavan, 
who was fascinated with the underworld, it 
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has not right up to this very day indulged in a 
variety of covert activities that, to me any- 
way, have seemed thoroughly reprehensible. 
I am mindful of the justification by Dean 
Rusk, as secretary of state, that “there is a lot 
of dirty fighting in the back alleys of this 
world, and we have to.respond in kind.” I 
have to disagree. Covert action, almost by 
definition, implies violence. Inviting and 
easy as that-violence sometimes seems, I 
doubt that what is gained from it is worth the 
price, if for no better reason than that the 
consequences of violence are usually unpre- 
dictable. I know involved people who now 
bitterly regret the decision to remove Presi- 
dent Arbenz from office in Guatemala; 
Ranelagh himself suggests how much misery 
could have been avoided by the sudden . 
removal of Idi Amin from the scene, but then 
he fails to point out that the return to power 
of Milton Obote, although he was much less 
colorful than Amin, showed him to be just as 
skillful a butcher of rival tribes. It may be a 
kind of gallows humor that I cannot resist a 
certain relief over the high number of known 
failures. l 

The truly great contribution of the CIA, 
however, from its very beginning has been 
superb research from its Research and Analy- 
sis Branch. The research has a unique em- 
phasis on analysis, namely, on what the facts 
mean. The key to its success has been the 
systematic application of human logic and 
intuition to a large body of factual material. 
General Walter Bedell Smith deserves the 
lion’s share of the credit for this success in 
setting up the research during his time as . 
director and assuring its continuance. Eighty 
percent of ‘the personnel, time, energy, and 
imagination, if not the: budget, of the CIA 
goes into research and analysis, and almost 
all its data come from published, not clan- 
destine, sources. Its phenomenal record of , 
accuracy is due to interpretation of facts. 
There is nothing else quite like it, as.every 
other intelligence agency. recognizes. Since - 
the CIA is accountable only to the U.S. 


' president, the pity is how many presidents 


have elected to trust their own judgment over 
that of the CIA—and then usually have been 
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wrong, even if they would not ¿mit it. 

The personality sketches throughout this 
book and the insights and judgments make 
the whole thing breathe with Efe for both 
heroes and villains, and there ere plenty of 
both. I found much of the fun in the footnotes 
Ranelagh has chosen to place a che bottom 
of each page. Many of them contain some 
rather startling revelations, such és the prob- 
able role of Kim Philby in the Chinese entry 
into the Korean War, to say nctaing of the 
abortive coup in Albania. And hz dispels any 
lingering doubts I had about Alser Hiss and 
the Rosenbergs. - 

The revelations are unquesticnably fasci- 
nating, but the implied lessons and their 
implications should not be taken lightly or 
lost in admiration for what seems to me a 
genuine literary and stylistic accomplishment. 

g JOHN F MELBY 
` University of Guelph 

Ontario 

Canada 


REDFORD, EMMETTE S. and RICHARD T. 
McCULLEY. White House Operations: 
The Johnson Presidency. P3. xii, 246. 
Austin: University of Texas >ress, 1986. 
$30.00. 


This book is the fifth in a pro-ected series 
of ten to twelve special studies that, together 
with an overall volume, will form a compre- 
hensive administrative history of rhe Johnson 
presidency. The materials in the Lyndon B. 
Johnson Presidential Library, supplemented 
by interviews with many of those wno assisted 
Johnson, provide the principal sources for 
these studies. The aim is to present the 
historical record “from a social science per- 


spective that will amplify knowledge of admin- ` 


istrative processes and of the tasz and prob- 
lems of the presidency.” Emmette 5. Redford, 
Ashbel Smith Professor of Public Affairs at 
the University of Texas, serves as project 
director for the series. White Hcuse Opera- 
tions: The Johnson Presidency reflects both 
the advantages and the disadvantages of 
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being part of this series. 

‘On the plus side, Redford and McCulley 
provide considerable detail about President 
Johnson’s organization of the White House 
Office and his use of the 48 individuals they 
identify as the top aides that served during 
his presidency. Compared to his successors 
Johnson retained a lean staff that varied 
from 250 to 263. Of these, 60 or so were 
directly involved with policymaking and 


-related political activities, and only about 15 


served as top aides at any one time. Johnson 
favored a hub-of-a-wheel form of organiza- 
tion among his top aides. Such a form 
avoided an explicit hierarchy, and at the 
same time it facilitated his maintaining per- 
sonal contacts that allowed him to make ad 
hoc, and sometimes overlapping, assign- 
ments. 

Redford and McCulley point out that 
Johnson did not ceaselessly change his staff, 
as some critics have alleged. Tenure among 
those he appointed after his election in 1964 
averaged 38 months, and even those who had 
worked for Kennedy stayed on with Johnson 
for an average of 24 months. The length of 
tenure, however, was not uniform across the 
various areas of responsibility. As befitted a 
president who had made his name as a 
legislative leader, congressional liaison had 
the most stability. And as betokened a 
president who craved public affection, the 
tenure of aides involved with media contact 
shortened as public criticism of Johnson and 
his Vietnam war policies grew. 

Redford and McCulley go on to describe 
relations between Johnson and his aides in 
developing the president’s legislative pro- 
gram, in dealing with presidential responsi- 
bilities like national security, economic 
planning, science and technology, and direc- 
tion of the executive branch. As once-familiar 
figures like Joseph A. Califano, George E. 
Reedy, Walt W. Rostow, Abe Fortas, and 
Walter W. Jennings enter the narrative, 
Redford and McCulley detail who did what 
and when, often drawing upon White House 
Office memorandums and interviews with 
the principals that give readers some sense of | 
the personalities involved. Here is informa- 
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tion aplenty for scholars or aficionados who 
want to know as much as possible: about 
Johnson’s staff operations. 

On the negative side, White House Opera- 
tions is clearly written as part of a series of 
interest to specialists. It contains so much 
detail with such a narrow focus that general 
readers will find completing it a tedious 
trudge. Moreover, Redford and McCulley 
exacerbate the general readers’ problems by 


` including insufficient social science theory to 


place the history in context. Presumably, the 
overall volume will contain such theory, but 
for now the conclusion reads more like a 
prolegomenon for that future volume. 
Finally, there is a matter of style. Redford 
and McCulley write with such dispassion 
that much of the colorfulness of Lyndon B. 
Johnson and his associates is lost. Notwith- 
standing the supposed richness of the ma- 
terials used, the narrative lacks intimacy. 
Perhaps this style reflects the discreetness of 
the library that safeguards Johnson’s per- 
sonal papers under ‘seal—unavailable for 
inspection until 2023. 
MICHAEL MARGOLIS 
University of Pittsburgh 
Pennslyvania 


REMINI, ROBERT V. Andrew Jackson and 
the Course of American Democracy, 
1833-1845. Vol. 3. Pp. xxiii, 638. New 
York: Harper & Row, 1984. No price. 


Once upon a time there was a president 
who had to answer the question, What shall 
we do with the national surplus? This presi- 
dent restored a gold coinage after eliminating 


a strongly entrenched national bank and its — 


paper instruments. He savored the triumph 
of his principles when he ordered the resump- 
tion of minting eagles and double eagles. 
One memento to his achievement is his own 


‘portrait on the present-day twenty-dollar 


paper bill issued by the Federal Reserve. Ask 
any coin dealer how many of these paper 
bills you must pay today to get just one of 
Andrew Jackson’s twenty-dollar gold pieces. 


211 


This same president playéd such a strong 
role in both domestic and foreign affairs that 
he can more properly be considered the first 
imperial president than Thomas Jefferson. 
Remini shows clearly how Jackson’s role-in | 
the Nullification controversy set the stage for 
Lincoln’s response to the secession crisis. 

Remini, with this work, concludes his 
three-volume biography of Andrew Jackson 
and adds one more solid building block to _ 
the literary monument he has erected to his 
hero. 

The amount of detailed research into -the 
last 12 years of Old Hickory’s life, which 
included his second term in the White House, 
is breathtaking. The prose used is clear and 
keeps moving. It never rises to the impas- 
sioned level of Thomas Carlyle writing about 
Frederick the Great, although it belongs to 
the same filiopietistic school of historical 
biography. Remini might read Plutarch with 
benefit. 

Does Remini find anything to criticize in 
Jackson? Mirabile dictu, yes but he presents 
his criticisms in the most apologetic manner 
possible; for example,.the Spoils System 
expanded work opportunities for larger 
numbers. However, Remini does always 
present the arguments against Jackson made 
by his contemporary opponents’ and by 
critical historians since. 

Outraged that his son had used a promis- | 
sory note—paper—to buy a slave girl and 
her child, Jackson wrote him a strong letter 
against buying anything “on credit when you 
have the cash.” Did the slave girl also feel 
outraged because she and her offspring had 
been purchased on credit instead of with 
cash? Remini does not consider this question. 
He does point out that by bringing some’ of 
his own slaves with him to the White House 
the president “helped cut costs.” 

In his last annual message to Congress the 
president pointed with pride to his relocation 
of practically all the Indians to the areas west 
of the Mississippi and that this could only 
benefit “civilized society.” 

Remini does admit'that Jackson was a 
failure with most of his appointments. He 
consistently made poor and even disastrous 
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appointments to important posts. Thus Jack- 
son failed Machiavelli’s key test for a ruler, 
since the Florentine emphasized that one can 
quickly judge the ability of a prince by the 
type of men with whom he has surrounded 
himself. Jackson seems to have succeeded in 
spite of his appointments. 

Remini uses the microscope much more 
than the telescope. At times he supplements 
his microscopic research on day-by-day and 
even hour-by-hour happenings with conjec- 
ture. How does he know that Henry Clay, 
during his Senate speech attacking Jackson 
for removing the federal deposits from the 
Bank of the United States, was shouting and 
“the anger of his words animated his face,” 
or.that Clay had “glanced quickly around the 
room before beginning his speech”? The 
book is filled with such unknoweble points, 
although they do heighten the effect of the 
presentation. 

When Remini occasionally uses the tele- 
scope for the historical long view, the results 
are generally excellent. He then relates most 
effectively Jackson’s life and works to the 
two and a half centuries of American history 
that preceded and produced him and to the 
century and a half that Jackson has influenced 
since. 

Remini should give his microscope a rest 
for a while and use his telescope more 
frequently. 

H. F. MACKENSEN 

Fairleigh Dickinson University 

Teaneck 

New Jersey 


SILBERMAN, CHARLES E. A Certain People. 
Pp. 458. New York: Summit Books, 1985. 
$19.95. 


SACHAR, HOWARD M. Diaspora. Pp. xiv, 
539. New York: Harper & Row. 1985. 
$27.50. 


The contemporary Jew is a unique indi- 
vidual with an awesome heritage. The victim 
of centuries of brutal discrimination cul- 
minating in the Holocaust, the modern Jew 
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has in many nations throughout the world 
not merely survived but also achieved a 
measure of triumph. Ironically, this success 
also contains the seeds cf potential diminu- 
tion of Jews as a people with a unique 
cultural and religious heritage; for success 
has brought intermarriaze of Jew and non- 
Jew combined with a turning away from the 
past and concentration on a multicultural 
present. 

The status of the modern Jew is compe- 
tently, at times brilliantly, examined in these 
two fine volumes. Howa-d Sachar, perhaps 
the most distinguished his-orian of the Jewish 
people, explores the Third World, the Jew 
outside of North America and Israel. Charles 
Silberman, author of several outstanding 
volumes on American social phenomena, 
explores the Jew in America. 

Both books have in large measure a 
theme of dreams realized. Silberman writes 
convincingly that Jews have indeed entered 
the American mainstream. he presents stories 
and statistics of Jewish success in education, 
politics, business, always contrasting these 
tales with the problems and difficulties of the 
past. Unlike many other writers, he is not 
unduly concerned that Jews are turning from 
their heritage. He credits. to a large degree, 
the military victory of Israel in the Six-Day 
War of 1967 with transforming the way in 
which American Jews feit not only about 
Israel but about their own cultural identity 
and the future of their children. 

Sachar also cites the significance of the 
Six-Day War, as well as the constant vigilance 
of Israel, in maintaining the awareness of 
Jews around the world about their heritage. 
He cites the lack of civil liberties in Russian- 
dominated nations and in several South 
American countries as stl plaguing Jews; 
but these are problems they share with other 
ethnic and religious groups in totalitarian 
states. He believes that if there is a present 
threat to Jews, it is less political or economic 
than demographic. There were approximately 
16.5 million Jews worldwide in 1939. Some 5 
million were killed in the Holocaust, and 
today there are barely 13 million Jews, 
approximately 6 million o7 whom live in the 
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United States and Canada. 
FRED ROTONDARO 
National Italian American 
Foundation 
Washington, D.C. 


WATERFIELD, LARRY W. Conflict and 
Crisis in Rural America. Pp. iv, 235. New 
York: Greenwood Press, Praeger, 1985. 
$36.95. 


Whether he intended it or not, Waterfield 
has written a consciousness-raising book. As 
he points out, although many people have 
rural roots, from two-thirds to three-fourths 
of Americans are urban dwellers. Most of us 
are out of touch with these roots and out of 
touch with the realities of rural life. Waterfield 
seeks to remedy this in the first part of the 
book by giving us a picture of rural America’s 
people and its new economic, political, and 
social features. 

What constitutes rural is not an easy 


- thing to specify. Most of us have the idea that 


living in rural areas and living on the farm 
are pretty much the same thing. Not so. In 
1980, 2.5 percent of Americans—6.6 million 
people—lived on farms, but this is only a 
small portion of the 84 million people that 
Waterfield includes in his tally of rural 
Americans. An additional 9 percent—24.0 
million—live in metropolitan—statistical— 
areas, 35.0 million reside in unincorporated 
rural areas, and 17.4 million people live in 
towns with populations from 2500 to 25,000 
inhabitants. By these figures, 31 percent of 
our population is rural. This book attempts 
to look at what is happening in these rural 
areas and to the people there, and to project 
what the future might hold. 

There are several themes that run through 
the book, and perhaps its message can best 


- be illustrated by discussing them. A major 


theme is rural America as a resource. Ulti- 
mately, the basic resource is the land, and it 
is from the land that food, fiber, fuel, and 
forests come. Another resource is the people. 
From them come presidents, poets, scientists, 
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industrialists, statesmen, and entertainers. 
Finally, there is a moral resource, a reminder 
of the virtues of God, home, motherhood, ` 
and apple pie. ji 

A second theme that runs through the 
book is rural America as victim. The vic- 
timizers are a diversified lot: politicians, 
government bureaucrats, agribusiness and 
industrial corporations, bankers, urban dwell- 


‘ers, and the mass media, to mention just a 


few. The reason for the victimization is a loss 
of fate control by farmers'and other rural . 
dwellers. Part of this loss is due to the 
Supreme Court’s one-person-one-vote ruling 
on representation in state legislatures, which 
passed political control of states into the 
hands of the urban majority in many states 
where power had been vested in rural politi- 
cians. Another loss of fate control is due to 
policies of the federal government, such as 
the cheap food policy that encourages over- 
production and the use of farm exports as a 
foreign policy weapon. These policies come 
from Washington without the advice or 
consent of the ones whose pocketbooks are 
affected. Absentee ownership of rural indus- 
try and agribusiness corporations also mini- ` 
mize the input of local interests in the ~ 
formation of corporate policies. 

Many conflicts between rural residents 
and others grow out of the attempts to regain 
some fate control, or out of frustration due 
to its loss. The Moral Majority represents 
one of the dimensions of conflict: urban sin 
and Godlessness versus rural virtue.. The 


family farmer versus the banker and/or the 


bureaucrat is another rural-urban battle- 
front. Still another conflict arises over land 
usage in the areas where country and city 
meet, and yet another concerns priorities for 
building and maintaining a rural infra- 
structure versus spending for urban needs. 

A third theme is that rural America is 
worth saving, and that something has to be 
done about this immediately, before Eden is 
lost. Actually, this is more than a theme; it is 
the point of the book. 

I found the book interesting, informative, 
and persuasive. Waterfield is correct in saying 
that the mass media, for the most part, 
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ignore or do not do justice to rural America. 
This book serves as a partial corrective for 
that injustice. He develops his themes well, 
and he effectively marshals evidence to sup- 
port his contentions. I felt that the chapters 
on the role of the rural areas in nuclear 
disaster and the composite portrait of a mid- 
Missouri town were somewhat cut of phase 
with the rest of the book. In any case, one is 
almost sure to come away from reading this 
- book with a new and sympathetic perspective 
on rural America in the 1980s. 
, JERRY L.L. MILLER 
University of Arizona 
Tucson 
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ELAZAR, DANIEL, J. with ROZANN ROTH- 
MAN, STEPHEN L. SCHECTER, MAREN 
ALLAN STEIN, and JOSEPH ZIKMUND 
Il. Cities of the Prairie Revisited: The 
Closing of the Metropolitan Frontier. 
Pp. xiii, 288. Lincoln: University of 
Nebraska Press, 1986. $25.00. 


Medium-sized cities, those wita a popula- 
tion from 40,000 to 250,000, may not be 
academically fashionable to study, but one- 
third of all Americans reside in such cities. 
Looking particularly at how federal interven- 
tion has affected local government and poli- 
tics, Daniel J. Elazar and his coauthors 
revisit a number of medium-sized, Mid- 
western cities in the book under review to 


update, a half-generation later, Elazar’s 1970- 


book, Cities of the Prairie. Their book thus 
examines change and continuity ir a way not 
possible in the typical snapshot account of 
American cities. 

Revisited consists of two nct entirely 
congruous parts. The first, an overview by 
Elazar consuming almost two-thirds of the 
book, sets forth a framework of analysis that 
centers on his concept of the “civil com- 
munity.” In addition, Elazar presents a 
typology of political culture, drawn from his 
earlier work, that relates the political culture 
of local communities to their distinctive 
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ethnic mix. Building on this framework, the 
argument of the book concerns the role of 
political culture: it is claimed that the polit- 
ical culture of communities is relatively 
abiding and that understanding that culture 
provides the best handle on what local 
governments do. 

The second part of the book consists of* 
case studies, written by Elazar’s coauthors, 
covering Pueblo, Colorado, and Decatur, 
Champaign, Urbana, and Joliet, Illinois. 
Although these chapters are interesting on 
their own terms for their treatment of change 
and continuity in cities of this genre, they do 


- not succeed in extending Elazar’s argument 


by a close analysis of how ethnicity and 
political culture combine to shape local 
decisions. 

Thus one problem with the book is that 
we do not receive the kind of systematic 
study and refinement of terms that one 
would expect in a revisited project. The case 
studies do not serve this purpose; and Elazar’s 
section gives us instead an often anecdotal 
commentary on his original prairie cities, 
combined with self-congratulatory references 
to his earlier text and banal statements such 
as, regarding school desegregation, “In each 
community people did what had to be done 
to make changes locally.” 

Further, the book fails to defend the 
importance of political cultural factors 
against the rival claims of authors such as 
Paul Peterson (City Limits (Chicago: Univer- 
sity of Chicago Press, 1981]) who assert the 
primacy of the city’s economic needs in 
determining local policies. 

RICHARD E, FOGLESONG 

Rollins College 

Winter Park 

Florida 


FEIN, RASHI. Medical Care, Medical Costs: 
The Search for a Health Insurance Policy. 
Pp. viii, 240. Cambridge, MA: Harvard 
University Press, 1986. $20.00. 


Rashi Fein combines penetrating eco- 
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nomic analysis, an articulate moral stance, 
and considerable knowledge of health policy 
since the 1960s in the most important book 
on health insurance to be published in recent 
years. He begins by summarizing secondary 
sources about the history of public and 
private health insurance in the United States 
from the early twentieth century through the 
1950s. In the six chapters that follow, he 
describes events in the 1960s and 1970s on 
the basis of personal experience and wide 
reading in primary sources. In two concluding 
chapters, he prescribes a program of univer- 
sal health insurance to be sponsored by the 
federal government and administered by the 
states. His goal is to achieve “equitable cost 
control.” 

Both experts and general readers will 
learn much from Fein’s exposition of health 
policy in the 1970s and 1980s, especially 
about the background of landmark events, 
the causes of frustration and achievement, 
and the merits and flaws of alternative 
proposals for change. Of particular impor- 
tance are his analyses of the controversy 
about competition and regulation as tools to 
reduce the costs of health care and the 
implications of.recent proposals to change 
the tax status of health insurance that is 
provided through employment. Throughout 
the book, Fein emphasizes that debates 
about health policy are struggles about com- 
peting views of equity and collective 
responsibility. 

A few sections of the book will disappoint 
historians and others such as economists 
who study health policy. Because Fein did 
not take account of all the available secondary 
sources in the chapters on private and govern- 
ment health insurance before the 1960s, he 
ignored the connections between private and 
government insurance. Moreover, he occa- 
sionally substitutes logic for data. For ex- 
ample, he asserts that the voluntary insurance 
market was based on employee groups be- 
cause employer-paid premiums were not 
subject to federal income tax. There. is, 
however, considerable evidence that execu- 
tives of insurance plans discovered in the late 
1930s that they had greater losses in non- 
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employee groups and discouraged them from 
applying for coverage. Economists who advo- 
cate more competition in health care markets 
may accuse Fein of being too quick to 
dismiss their arguments on the basis of moral 
considerations. Despite these strictures, this 
book is a superb contribution to the literature 
on health policy. 
DANIEL M. FOX 
State University of New York 
Stony Brook 
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FUCHS, VICTOR R. The Health Economy. 
Pp. viii, 401. Cambridge, MA: Harvard 
University Press, 1986. $25.00.. 


AIKEN, LINDA H. and DAVID MECHANIC, 
eds. Applications of Social Science to 
Clinical Medicine and Health Policy. Pp. - 
ix, 580. New Brunswick, NJ: Rutgers 
University Press, 1986. $35.00. Paper- 
bound, $14.95. 

One-tenth of U.S. health care expendi- 
tures—about | percent of the gross national 
product—is spent on the care of the elderly 
in the last year of life. Is this an appropriate 
balance between care for the dying and 
health services for the rest of the population? 
This is just one of the many difficult questions 
that society faces in formulating health policy. 
The Health Economy and Applications of 
Social Science to Clinical Medicine and 
Health Policy are two books that contribute 


. to our understanding of the ethical, clinical, 


and economic questions that health policy 
must address. 

The Health Economy is a collection of 
articles written by Fuchs and previously 
published over the years 1967-86. The book 
is organized into four sections. The first 
section presents the case for viewing the - 
production of health services as an economic 
good and thereby emphasizes the relevance 
of traditional economic analysis in formu- 
lating health policy. In sections 2 and 3, 
Fuchs presents some of the major empirical 
findings of his research in health economics 
over the past two decades. The focus of these 
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two sections is on the physicians’ services 
market and on the production of health. The 
fourth section of the book directiy addresses 
major health policy issues. The topics in this 
section are national health insurance, health 
care for the elderly, methods of government 
financing of health care, and the perceived 
upcoming internal struggle for the control of 
the health care industry. 
Three major points come through from 
reading this book. First, Fuchs makes a 
convincing argument concerning the necessity 
of establishing priorities in health policy 
based on effectiveness. Thus the usefulness 
of economic analysis is obvious. Second, the 
reader is impressed by the important differ- 
ence between medical care—an input—and 
health—the output. Finally, Fuchs makes a 
strong case that the differences in individuals’ 
time preferences explain a significant portion 
of differences in behavior affecting health. 
Measuring time preference effects, however, 
is made difficult by apparent esymmetric 
risk aversion. 


The strong points of the Fuchs book are 


(1) it is easy to read regardless of the reader’s 


_ technical background; (2) it provides a good 


introduction to issues of health economics; 
and (3) it is useful to advanced students who 
are attempting empirical research in health 
economics or policy. The major weaknesses 
are the fact that all chapters have been 
previously published——and are readily avail- 
able in most academic libraries—and that 
many of the chapters are considerably out of 
date because the field tends to experience 
major changes over short periods of time. 
For example, physician-induced demand, 
the topics of chapters 4 and 6, has received 
considerable research attention since these 
chapters were originally published. 
Applications of Social Science to Clinical 
Medicine and Health Policy, a collection of 
24 papers by authors from many fields, 
provides an extensive synthesis of the litera- 
_ ture for a broad range of topics. The book is 
organized into five parts. In the first part the 
broad issues of the relationship between 
science, technology, and medicine and pos- 


sible causes of socioeconomic differences in 
\ 


morbidity and mortality are addressed. In 
this section, there are also papers describing 
the changing medical profession and hospital 
industry. 

In part 2, the problem of measuring 
health status, the role of social experiments 
in health policy, and our current state of 
knowledge about treatment and prevention 
of cardiovascular disease, mental illness, and 
cancer—the largest three disease categories 
contributing to mortality and morbidity— 
are examined. Part 3 addresses issues specific 
to stages in the life cycle. The topics are 
infant mortality, teenage childbearing, man- 
agement of reproduction, and health care for 
the elderly. Part 4 focuses on prevention and 
caring. The papers point out how certain 
social factors can influence the vulnerability 
to disease and also affect the outcomes of 
patient-physician relationships. Part 5 dis- 
cusses issues involved in the organization 
and delivery of health care. Topics in this 
section include the clinical and economic 
effects of policies affecting economic incen- 
tives—for example, different payment sys- 
tems—the effects of the increasing supply of 
medical care providers, and the ethical issues 
of research involving human subjects, life- 
extending treatment, and for-profit health 
care enterprises. 

Part 1 and the chapters on the assessment 
of health status and on social experiments in 
health—-chapters 11 and 12, respectively— 
would be valuable reading for researchers 
just beginning to study the health care sector. 
To the economist, part 5 would be of particu- 
lar interest. 

The strengths of this book are (1) the 
broad scope of the book and the coherent 
organization; and (2) the timeliness of the 
articles—in addition to analysis of many 
current topics, the reader receives extensive 
and up-to-date bibliographies. The book has 
two major weaknesses. First, there is no 
discussion of statistical analysis in health 
care research despite the fact that such 
analysis is a major component in much of 
health policy research. Indeed, it can be 
argued that an entire section should be 


_ devoted to this topic. Second, the diversity of 
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topics and authors coupled with the encyclo- 
pedia approach of most articles makes the 
book tedious reading. 
. KELLY EAKIN 
University of Oregon 
Eugene 


MOORE, KRISTIN, MARGARET C. SIMMS, 
and CHARLES L. BETSEY. Choice and 
Circumstance: Racial Differences in Adoles- 

_ cent Sexuality and Fertility. Pp. xiv, 165. 
New Brunswick, NJ: Transaction Books, 
1986. $19.95. 


By the time they turn 20, 41 percent of 
black females and 19 percent of white females 
in the United States have at least one child; 


86 percent of the black births and 33 percent 


of the white births are to unmarried mothers. 
Whatever one’s values, the consequences are 
enormous, and often negative. Many of 
these births are concentrated in neighbor- 
hoods of poverty, crime, and disorganiza- 
tion. And yet some families “manage to 
encourage abstinence or contraceptive use as 
they raise their children in [this] seemingly 
overwhelming environment.” The authors of 
Choice and Circumstance attempt to identify 
the factors that enable some families to 
succeed and to build on those factors. 
Moore, Simms, and Betsey focus on 
differences between blacks and whites—and, 
secondarily, those of Spanish origin—noting 
that the difference in marital status and in 
age at first pregnancy are the most significant 
black-white differences. After reviewing the 
statistics on fertility, they devote chapters to 
“information and attitudes”; “contraception 
and abortion”; “education as a motivating 
factor”; “occupational plans, job training 
and fertility’; and “marriage and family.” 
Moore, Simms, and Betsey document 
that accurate information on conception and 
contraception is lacking, particularly for 
blacks, males, and youths from lower socio- 
economic statuses; that about half of black 
and white teenagers at risk for pregnancy do 
not receive any medical family planning 
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services despite typically delaying contracep- 


tion for many months after beginning sexual 
activity; that programs that keep young 
mothers in school and provide counseling, 


_sex education, and contraceptive services © 


reduce the otherwise very high rate of repeat 
pregnancies; that lack of information and 
experiences with responsibility probably ac- 
count for many teenagers’ engaging in sexual 
behaviors that jeopardize their futures; and 


that adult blacks do not encourage early 


sexual activity despite the black-white differ- 
ences in pregnancy. 

It is argued in this book that the high 
“level of reliance on abortion in a modern 


industrial nation is appalling” and that sex 


education needs to include decision-making 
and peer- or media-resisting skills as well as 
information. Information about the conse- 
quences of a birth for one’s future is very 
important and is not being provided. Hiding 
our heads in the sand is not working. The 
consequences are greatest for blacks, but are 


major for the entire society. Whatever one’s - 


values, “there are many pragmatic reasons to 
discourage early initiation of sexual activity.” 


Moore, Simms, and Betsey provide an intelli- > 


gent, objective, and well-documented book, 
arguing for an intelligent, pragmatic, and 
humane approach to a serious problem. ` 
ABRAHAM D. LAVENDER 
Florida International University 
Miami 


ROSENWAIKE, IRA with the assistance of BAR- 
BARA LOGUE. The Extreme Aged in 
America: A Portrait of an Expanding 
Population. Pp. xix, 253. Westport, CT: 
Greenwood Press, 1985. $35.00. 


Ira Rosenwaike, with the assistance of 
Barbara Logue, has produced a valuable text 
about the demographic characteristics of the 
extreme aged in‘America. While their main 
purpose is to provide information about the 
extreme aged in America, they also provide a 
great deal of information about the elderly 
population in general. This volume should 


~ 


218 


prove to be an excellent reference source for 
social scientists, gerontologists, public policy- 
makers, and others interested in the extreme 
aged population. 

As Rosenwaike and Logue point out, the 
elderly are not a homogeneous group and 
there are many differences between the el- 
derly,; in general, and subgroups of this 
population, like the youngest ald, who are 
65-69 years old, and the extreme aged, 85 
years and older. Since little research has 
addressed the demography of the extreme 
aged in America, Rosenwaike and Logue 
proceed to provide extensive demographic 
information on this group. Included in the 
text are 14 figures and 102 tables as well as 
generally sound interpretations and thought- 
provoking implications of the data. 

Rosenwaike and Logue begin by dis- 
cussing the great expansion of the extreme 
aged population since 1940, which is pri- 
marily due to declining mortality rates among 
this oldest old group. They evaluate the 
reliability of the data on which they base 
their analysis, pointing out problems like the 
misreporting of age. Most of the chapters 
deal with the demographic characteristics of 
the population, specifically age and sex; 
race, ethnic group, and national origin; 
geographic area and geographic mobility; 
social and economic characteristics; living 
arrangements; health status; and mortality 
patterns. Some of these variables are cross- 
classified by sex, race, and marital status to 
provide a more complete understanding of 
this population. 

International comparisons are offered 
indicating that the United States and other 
industrialized countries are experiencing 


similar demographic changes in this segment* 


of the aged population. Projections from the 
Bureau of the Census and the Social Security 
_ Administration for the future expansion of 
the extreme aged population are compared 
and discussed with the inescapable conclusion 
that the population of the elderly, and es- 
pecially the oldest subgroup, will greatly 
increase in the future. 

The population expansion of the extreme 
aged and the unique characteristics of this 
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group will have a major impact on the 
extreme aged themselves and their families, 
on national economic resources, on health 
care services, and on social services. In order 
to plan for the impact of this rapid growth, 
researchers, planners, and policymakers can 
learn much about the characteristics of the 
extreme aged from this useful text. 
NANCY WESTLAKE VAN WINKLE 
University of Kentucky 
Lexington 


RUBIN, EVA R. The Supreme Court and the 
American Family. Pp. 251. Westport, 
CT: Greenwood Press, 1986. $35.00. 


Eva R. Rubin examines a substantial 
number of Supreme Court cases involving 
family-related issues. She is particularly 
thoughtful in revealing the implications for 
the American family of decisions pertaining 
to abortion, illegitimacy, pregnancy disabil- 
ity, adolescent sexuality, education, and 
zoning regulations. Her principal argument 
is that “the Court does not always scrutinize 
family relationships with a cool, neutral and 
unbiased eye, but frequently bases its deci- 
sions on stereotypical views of what the 
Justices think the family should be.” While 
acknowledging that the Court, like other 
governmental institutions, has been uncertain 


. regarding the direction family policy should 


take, more often than not, she argues, tradi- 
tional family ideology rather than constitu- 
tional doctrine explains judicial outcomes. 
Rubin’s analysis of the policy implications 
of the Supreme Court’s work is basically 
sound and occasionally quite insightful. How- 
ever, the evaluation of these policies, and the 
discussion of their jurisprudential implica- 
tions, are not always convincing in demon- 
strating the wisdom of the Court in embracing 
the author’s advice that it more actively 
become the facilitator of social change in the 
area of family policy. There is considerable 
controversy about these policies; a more 
effective case needs to be made as to why the 
Court should join the more accountable 
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political institutions as conscious agents of 
societal transformation. 

' For example, Rubin makes a persuasive 
case for viewing abortion as an equality 
issue. But for many in the society this is at 
best a peripheral issue, certainly secondary 
to the other moral concerns generated by the 
case of Roe v. Wade. It is one thing to discern 
traditional family ideology in the rhetoric of 
Supreme Court opinions-—something done 
very well by Rubin; it is quite another to 
establish the legitimacy of judicial substitu- 
tion of an alternative ideology. 

The main weakness of this otherwise 
admirable study is its shallow treatment of 
the role of the courts in the making of social 
policy. Rubin’s discussion of the pregnancy 
disability cases illustrates the problem. After 
an illuminating critique of the Court’s work, 
Rubin writes, “A storm of criticism by labor 
and women’s groups greeted the decisions, 
and Congress acted quickly to reverse the 
Court’s refusal to hold that discrimination 
against pregnant women was sex discrimina- 
tion.” Why then, one wishes to know, is this 
not an appropriate model in other areas of 
family policy as well? If the Court’s view of 
the family is so woefully out of date, does not 
the system supply a self-corrective mechanism 
that is more adept at appraising and applying 
social facts and that is, moreover, more 
consistent with the theory of popular govern- 
ment? It is the failure to address these sorts of 
questions adequately that prevents this able 
review of the Court’s work from becoming a 
first-rate piece of political and constitutional 
analysis. 
d GARY J. JACOBSOHN 
Williams College 
Williamstown 
Massachusetts 


SANCTON, ANDREW. Governing the Island 

` of Montreal: Language Differences and 

Metropolitan Politics. Pp. xxxvi, 213. 

' Berkeley: University of California Press, 
1985. $28.50. 
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~ Andrew Sancton’s book details how the, 
Montreal public service delivery system has 
evolved and how it has been affected by the 
not-so-quiet revolution in Quebec society 
since 1960. The work is a valuable addition 
to the literature on urban Canada and-com- 
parative metropolitan government. In the 
process, it sheds light on the English-French 
question in Canada and on ethnic relations 
more generally. 

Part 1 of the book describes Montreal’s 
ethnic composition, municipal government, 
and the array of separate schools and social 
services for the English-speaking and the 
French-speaking Montrealers before 1960. 
Part 2 focuses on the transformation of 
provincial politics, the growing politicization 
of language between 1960 and 1981, and the 
intimate links between local and provincial 
developments. Part 3 provides a carefully 
balanced account of the creation and opera- 
tion of metropolitan government, the Mon- 
treal Urban Community; the attempted reor- 
ganization of the Montreal school boards 
along linguistic—English-French—rather 
than religious-—-Protestant-Catholic—lines; 
and the creation of new social service infra- 
structures. Sancton reveals how language, 
and other cultural and economic differences 
associated with language, affect efforts to 
reorganize public service delivery systems im _ 
metropolitan areas. A language conflict mod- 
erated by accommodation in diversity, ap- 
pears, to Sancton, as a probable and desirable 
future. More recent developments in Quebec, 
the fortunes of Jean Drapeau’s Montreal 
Civic Party notwithstanding, suggest that 
this scenario is not unrealistic. 

Sancton’s well-crafted. work merits the 
attention not only of students of metropolitan 
reorganization but also of all who are con- 
cerned with peaceful settlements of human 
conflict. There are some weak spots, how- 
ever. Sancton hints at, but does not forcefully 
confront, the different metropolitan reform 
traditions in the literature. As a result, his 
work seems too descriptive and confined to 
the Canadian experience.. Sancton relies 
heavily on highly impressionistic accounts ` 
and outdated analyses of Montrealers of 
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Italian origin and ignores the wealth -of 
available information in church and Italian 
community archives. At best, his analysis 
here is not rich. If the issue facing Montreal 
Jews by the 1920s was whether they could be 


' Catholic or Protestant, the issue facing Mon- 


treal Italians, at about the same time, was 
whether they could be French or English. 
Montreal Italians also favored the creation 
of public-—Catholic—bilingual schools—a 
heresy for both the French and the English. 
Moreover, it would have been interesting if 
Sancton had, in the conclusion, made explicit 
the theoretical generalizations embedded in 
his analysis. Finally, there is a problem that 
has nothing to do, with Sancton. The book in 
the present form will have difficulties reaching 
the Canadian public. It is hoped that arrange- 
ments will be made soon for a paperback 
edition or some other possibility. Sancton’s 
work deserves to reach readers in Canada. 
FILIPPO SABETTI 
McGill University 
Montreal 


Quebec 
Canada 


SKOLNICK, JEROME H. and DAVID H. 
BAYLEY. The New Blue Line: Police 
Innovation in Six American Cities. Pp. 
iv, 246. New York: Free Press, 1986. 
$17.95. 


Crime embraces a peculiar metaphysics. 
Nothing that politicians, public administra- 
tors, 'or police do seems to affect its omni- 
presence. Whether or not the working of 
society is better explained through the inter- 
pretive paradigm’s reality as social construc- 
tion, the simple truth is that American 
society continues to fail controlling those 
whose acts it labels criminal. The central 
query of this book is twofold: why is business- 
as-usual policing not getting the job done, 
and what innovative policing ideas and deriva- 
tive practices offer hope for improvement? 

Intensive investigation of six cities—De- 


” 
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troit, Houston, Denver, Newark, and Califor- 
nia’s Oakland and Santa Ana—-demonstrated 
that the tandem of technological advance 
and technical acumen has failed in the United 
States because the democratic ideal had been 
brushed aside by the old professionalism. 
The resultant, not uncommon, irony that 
innovation marks return to long-discarded 
assumptions builds upon what much con- 
temporary political ideology would deem 
paradoxical: both the poorest and the most 
conservative of the cities embraced the key 
innovations early on. Flowing from these 
new practices and their master ideal is a “new 
blue line” of new professionals placing fore- 
most the object of the hallowed twin infini- 
tives “to serve and protect.” 

The people, then, come first in those 
innovative police organizations. Public ac- 
countability becomes more than fiscal ef- 
ficiency to guard each taxpayer’s dollar; it 
extends to seeking proactively public coopera- 
tion, assistance, and guidance. Adopting the 
phrase of Santa Ana’s police chief, Skolnick 
and Bayley call the innovative framework 
“community-oriented policing.” 

Community-oriented policing involves sy- 
nergistic crime prevention—a proactive neigh- 
borhood watch writ large—and comprises 
four elements: police-community reciprocity, 
areal decentralization of command, reorienta- 
tion of patrol, and civilianization. The upshot 
is essentially participatory democracy in an 
expanded view of policing as at once order 
maintenance and value affirmation. Restora- 
tion of a sense of community with con- 
comitant diminution of anomie may be at 
hand, Skolnick and Bayley suggest, though 
they objectively recognize dual limitation in 
the generalizability to all cities of their 
findings and the ease with which change, if 
possible at all, can be effected. 

Because of the painstaking thoroughness 
and scholarly care of its highly regarded 
authors, this is a book not be lightly dismissed 
by those in police administration. It is my 
hope that others in public administration as . 
well will see the value in this book: its 
approach to recognizing Philip Selznick’s 
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distinction between organization and institu- 
tion is generalizable, indeed. | 
DENNIS DAILEY MURPHY 
- Armstrong State College 
Savannah 
Georgia 
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SONNENSTUHL, WILLIAM J. Inside an 
Emotional Health Program: A Field 
Study .of Workplace Assistance for 
Troubled Employees. Pp. viii, 187. Ithaca, 
NY: ILR Press, 1986. $24.00. Paper- 
bound, $10.95. 


This book, which is a field study of an 
emotional health program for employees ina 
major corporation, is a contribution to the 
meager literature in the dramatically growing 
field of employee assistance, but it also 
suffers from severe problems. Sonnenstuhl 


seems as interested in making political state- 


ments on the social control function of such 
programs as he does in describing and thus 
illuminating the nature of employee assis- 
tance. Quality descriptive and analytic infor- 
mation is badly needed as employers continue 
to consider and develop various forms of 
dealing with employee performance problems 
in the workplace. Sonnenstuhl could have 
done a better job in making such a 
contribution. 

Lack of clarity is a problem in this book, 
and it has some serious consequences. For 
example, Sonnenstuhl states that his interest 
is “in understanding how employees ‘decide 
to refer themselves to the program”, however, 
at least one of the cases in his sample of 30 
was not a self-referral at all. People in the 
employee assistance field generally agree 
that important differences exist between 
supervisory referrals and self-referrals; this is 
not an insignificant factor and should have 
been recognized by Sonnenstuhl. He has also 
been satisfied with reporting his “impres- 
sions” on some important program as- 
pects—such as utilization rates—when it 
appears it would have been possible to 
collect data and provide answers. In addition, 
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his use of certain sociological concepts was 
more confusing than helpful. However, there 
are strengths and Sonnenstuhl is correct in 
saying that there is a dearth of field research > 
on this topic. i 

The description of the concerns of employ- 
ees and the reaction and assistance from the 
therapists will give those unfamiliar with 
employee assistance a sense of the field. 
Sonnenstuhl does a good job in identifying 
reasons people go for help, the concerns and 
constraints on the therapists, the issue of 
confidentiality, and the ability of therapists 
to achieve an accurate diagnosis and suitable 
treatment. The discussion of the implications 
of locating the service in the health depart- 
ment and medicalizing emotional problems 
is insightful and could be helpful to those 
setting up or evaluating a program. 

The concluding chapter is weak and con- 
fusing. For example, the section on “conse- 
quences for management” does not address 
this topic. In the last paragraph, Sonnenstuhl 
suggests an alternative to “rushing employees - 
to treatment” that comes without any prior 
discussion of such a finding. Such incon- 
sistency illustrates well the problem with this 
book. 

HELEN VY. GRABER 

Washington University 

St. Louis 

Missouri 


WINNER, LANGDON. The Whale and the 
Reactor: A Search for Limits in an Age of 
High Technology. Pp. xiv, 200. Chicago:. 
University of Chicago Press, 1986. $17.50. 


Following the trajectory set forth by 
Jacques Ellul, Marshall McLuhan, and 
others, Langdon Winner explores “the mean- 
ing of technology for the way we live... . 
How can one look beyond the obvious facts 
of instrumentality to study the politics of 
technical objects?” Winner’s aim is to develop 
a political philosophy of technology, noting 
that in the history of philosophy, technology 
has been either ignored or dismissed as 
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irrelevant for understanding the nature of 
society. The ultimate objective, he claims, is 
to see “where we will draw the line, where we 
will be able to say, here-are possibilities that 
wisdom suggests we avoid.” 

_ The book aspires far beyond ils capacity 
to reach its ultimate objective. This is not to 
say that it is an unimportant book. It offersa 
compelling contrast to the view that anyone 
who dares to criticize technological innova- 
tion is by that virtue opposed to it. Winner, 
writing as a resident political scientist from 
Rensselaer Polytechnic Institute, is well in- 
formed about the historical forces that have 
led to the centralization of technological 


power and production. But he is also a © 


stranger in a strange land when he meditates 
upon the myopia that is supposed to be so 
characteristic of the modern engineer. 

His criticisms of modern technology are 
derived from specific encounters he has had 
with technologists who are little interested in 
his project of bringing philosophy to the 
barbarians. How ironic that he offers no 
counter observations about the effort to 
infuse the liberal arts with technology studies 
and to call it, of course, the new liberal arts. 
The two cultures produce extreme images of 
what each is lacking. He is far more self- 
critical, however, when he derides the special 
place that “value experts” have assumed in 
the discourse on technological development. 
His disappointment with such expertise turns 
on the belief that “the inquiry we need can 
only be a shared enterprise, a project of 
redemption that can and ought to include 
everyone.” 

Is this the deepest insight that can be 
learned from a political philosophy of tech- 
nology? Unfortunately, Winner consistently 
defers to broad definitions of wisdom, to 
“general moral principles that ought to guide 
our action.” He condemns the unchecked 
development of nuclear power but is also 
wary of the undue optimism about renewable 
energy sources: He hates “value talk” but 
cannot avoid speaking in a facsimile lan- 
guage, even more vague and slightly left of 
center in the spirit of one who can embrace 
Marx and Wittgenstein, though, curiously, 
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with no more than passing mention of Hork- 
heimer and none whatsoever of Habermas. 


For that matter, what of Danie] Bell, William 


Leiss, Allan Mazur, and Dorothy Nelkin? 

The fact that science and technology 
cannot answer how one ought to live, even as 
they increasingly determine how many must 
live, is not new. It is the central fact that gave 
life to Max Weber’s ambivalence about 
modernity. The disenchantment of the world 
led now by scientists and technologists shows 
no signs of ending—its end would be one 
sign of the limits Winner seeks. 

JONATHAN B. IMBER 
Wellesley College 
Massachusetts 
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AARON, HENRY et al. Economic Choices: 
1987. Pp. xii, 126. Washington, DC: 
Brookings Institution, 1986. $22.95, Paper- 
bound, $8.95. 


LAWRENCE, ROBERT Z. and ROBERT E. 
LITAN. Saving Free Trade: A Pragmatic 
Approach. Pp. xii, 132. Washington, DC: 
Brookings Institution, 1986. $22.95. Paper- 
bound, $8.95. 


AHO, C. MICHAEL and JONATHAN DAVID 
ARONSON. Trade Talks; America Better 
Listen! Pp. xiv, 178. New York: Council 
on Foreign Relations, 1985. $15.00. 


Economic Choices: 1987 is a clear, care- 
fully argued, and well-written discussion of 
the likely economic consequences for 1989 of 
the Gramm-Rudman-Hollings Act, the Rea- 
gan administration’s proposal, and a pro- 
posal by the authors for reducing the federal 
deficit. It is no surprise in a Brookings 
Institution book that the authors’ proposal 
differs from the other two largely by recom- 
mending an increase in taxes and an adjust- 
ment in Social Security payments in order to 
reduce the contraction that would be required 
in other social programs. Several alternative 
methods for raising the additional revenues 
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are included. The final chapter is a critique, 
with recommendations, of the entire current 
budgetary process. 

The book is at its best—and the best is 
very good---when the authors dissect the first 
two proposals and expose their microeco- 
nomic flaws and political shortcomings. They 
illustrate how the Gramm-Rudman-Hollings 
Act is a “doomsday machine” that will result 
in an irrational allocation of government 


resources and why even this is unlikely to | 
generate corrective congressional action. The 
‘budgetary sleight of hand of Reagan’s pro- 


posed federal asset sales are nicely high- 
lighted. The major weakness of the book is 
the Keynesian-economics-as-fact discussion 
of the macroeconomic results of the pro- 
posals, but I suppose that such an approach 
is to be expected from this set of authors. 
Saving Free Trade, appropriately subtitled 
A Pragmatic Approach, argues the case for 
reducing the level of protection from foreign 


competition given to various U.S. industries 


and provides a program for doing so. The 
first of fouf major sections of the book asks, 
Why provide aid? and. through a careful 
summary of recent economic literature really 
explains why one should, in most cases, not 
provide aid. The second section provides a 
history of ‘U.S. attempts to reconcile free 
trade politics with efforts at reducing the 
effects of these movements to free trade on 
specific industries. This section provides an 
excellent concise history of U.S. legislation 
in the postwar era and is much recom- 
mended. The third section outlines and cri- 
tiques the major proposals currently before 


Congress for reforming the trade adjustment . 


process. The fourth section contains Law- 
rence and Litan’s proposals. These pro- 
posals—which do warrant the praise “prag- 
matic”—are a complex of ideas that would 
provide fairly automatic, declining, and rea- 
sonably efficient adjustment protection for a 
foreign-trade-injured industry. While this 
book provides nothing new in the theory of 
trade, it is to be praised and recommended as 
an example of careful analysis of the issues 
and history of protection policy and as an 
example of imaginative and implementable 
policy proposals. 
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Trade Talks provides a well-argued analy- 
sis of the issues of the upcoming round of 
negotiations on the General Agreement on 
Tariffs and Trade (GATT). The initial section 
provides the history of the development of 
GATT. Aho and Aronson then explain why 
this round is likely to be much more difficult 
than the previous, especially from the free 
trade advocate% point of view. Separate 
sections are devoted to the likely initial 
concerns and bargaining positions of the 
United States, other industrial countries— ` 
the European Community, Japan, and ` 
Canada, mostly—and the developing na- 
tions. Since Aho and Aronson are pessimistic 
about the likelihood of a direct increase in 
free trade from this round, they offer several 
second-best suggestions that might satisfy’ 
some of the concerns of the participating 
nations and still be trade creating. The book 
is best in its coverage of the political issues in 
the negotiations and in explaining the posi- 
tions of the various participants. It is weaker 
in the depth of the economic analysis. The 
recent success of the United States in the 
meetings at Punta del Este that.set the 
agenda for the round of talks suggests that 
Aho and Aronson are alittle overly pessimis- 
tic about the prospects for increasing free 
trade. They are, however, dead on as to the 
major issues. 

GEORGE T. McCANDLESS, Jr. 

Dartmouth College 

Hanover 

New Hampshire 


BUCHANAN, JAMES. Liberty, Market and 
State: Political Economy in the 1980's. 
Pp. ix, 278. New York: Columbia Univer- 
sity Press, 1986. $45.00. 


HAYWARD, JACK. The State and the Market 
Economy: Industrial Patriotism and Eco- 
nomic Intervention in France. Pp. xv, 
267. New York: Columbia vase 
Press, 1986. $35.00. 


James Buchanan is a major intellectual 
force in contemporary economics, a contrac- 
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tarian in the tradition of Hobbes, Rousseau, 
and, Locke. In his collection of papers, 
written in the early years of the 1980s, 


Buchanan challenges our understanding of > 


the principles of the market process and, 
more particularly, of the relaticnship of this 
process to the institutional setting within 
which persons make choices. 

The ultimate question pursued by 


Buchanan in his writings is how we should — 


organize ourselves to secure peéce, freedom, 
and prosperity. Individuals want to be free 
and want to belong to a community. This 
implies that a balance must be struck between 
independence, self-reliance, and liberty, on 
the one hand, and communitr, fraternity, 
and dependence, on the other. Markets are 


' basically political institutions that serve to 


we 


allow people to interact voluntenly without 
detailed state supervision. They should never 
have been evaluated for their ability to 
maximize anything that is interpersonally 
comparable. Buchanan argues that prior to 
any meaningful discussion of tke process of 
market interaction should come a legal- 
governmental order, one that contains within 
its allowable limits of enforceability some 
specification of the distribution of rights and 
claims among individuals. Trade and compro- 
mise must then go on to assure unanimity for 
any changes. This allows for a sharper 
conceptual separation between value-en- 
hancing and distributional chanzes. 

Using his contractarian approach, Buch- 
anan examines issues such as justice and 
equal treatment, the ethical linits of tax- 
ation, and the political economy of debt and 
deficits. He describes his own transforma- 
tion from a dedicated socialist to a born- 
again free-market advocate, as well as his 
struggles to sustain an institutional setting 
for the intellectual development of the public- 
choice perspective. 

Buchanan is not optimistic, im any short- 
run context, about the prospects for academic 
programs to focus more on th> processes 
within which persons make actual choices ` 
and less on the mathematical perspective— 
that is, on the process of maximizing within 
the constraints of specific wants resources, 
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and technology. Classical liberalism may not 
dominate the contemporary scene, but 
Buchanan has ensured that dialogue and 
discussion will continue at the most fundamen- 
tal level of political philosophy. 

Jack Hayward’s State and the Market 
Economy, in sharp contrast to Buchanan’s 
philosophical essays, examines in great detail 
the specifics of intervention by government 
in the French economy. In the 1970s and 
1980s, managers of the French state have 
redefined many government policies to con- 
form to the constraints of the market. The 
French government, like the Japanese, or- 
ganizes state-led development. Each eco- 
nomic policy—-trade, employment, energy, 
and so forth—has its- own particular state- 
society subsystem. Hayward describes the 
politicians, the senior civil servants, and the 
heads of major public and semipublic, finan- 
cial, industrial, commercial, and agricultural 
enterprises involved in specific policies such 
as bankruptcy within, and the potential 
collapse of, the steel industry, local economic 
decline, and planning. 

This book is not for the neophyte in 
French policy. For one with an appreciation 
of the European context, Hayward has pro- 
vided an extensive review of recent French 
experience with state intervention in the 
economy. 

G. S. GOLDSTEIN 

Library of Parliament 

Ottawa 

Ontario 

Canada 


DiFILIPPO; ANTHONY. Military Spending 
and Industrial Decline: A Study of the 
American Machine Tool Industry. Pp. x, 
199. Westport, CT: Greenwood Press, 
1986. $35.00. 


There has been unprecedented economic 
progress in the postwar period; we have also 
seen arise in global militarization. Curiously, 
the two countries in the developed capitalist 
world that have the highest defense bur- 


`~ 


Fru. 
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den—military expenditure as a proportion 
of gross domestic product—the United States 
and Britain, have also had the worst per- 
formance in terms of economic indicators. 
This becomes even more stark when com- 
pared to Japan and West Germany; relatively 
low military burden corresponds to higher 
growth of aggregate output as well as of 
manufacturing productivity. The theoretical 
nexus between defense expenditure and indus- 
trial decline is a matter of considerable 
interest and has been well researched in 
recent years. The strength of DiFilippo’s 
book lies in the specific analysis of a single, 
albeit major, industry; the interconnections 
between aggregate defense spending and the 
fortunes of the machine tool industry are 
well documented here. 

After a short introduction, DiFilippo 
provides a succinct historical survey of the 
American machine tool industry and then 
goes on to discuss at length its structure and 
problems. These are then carefully related to 
the mechanics of U.S. defense expenditure 
and followed by policy prescriptions. Some 
comparisons with the success stories of ma- 
chine tools in Japan and West Germany are 
welcome. 

Two major reasons are given for the 
decline of machine tools in relation to de- 
fense. The use of military expenditure as a 
Keynesian fiscal stabilizer has created major 
problems for the machine tool industry, 
which is, simultaneously, vulnerable to cycli- 
cal factors as well as dependent on military 
demand. The difficulties are exacerbated by 
the exceptionally high level of defense re- 
search and development (R & D} by interna- 
tional standards, which seems to have starved 
the civilian sector of top-quality research 
input. 

The analysis of R & D is particularly 
useful. There can be little doubt that for both 
the United States and the United Kingdom 
the low proportion of civilian R & D in the 
national total has contributed significantly 
to productivity decline. Japan, Germany, 
and the smaller European countries have 
done much better with government-sub- 
sidized technological progress in the non- 
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, defense sector. It would have been useful if 


DiFilippo had pointed out in more detail the 
problems involved with military R & D in its 


relation to the civilian sector: low spin-off; 


so-called gold-plating standards, required by 
the defense establishment, with little use . 
outside; competition for scarce resources 
such as highly skilled manpower. Overall, 
however, the treatment of R & D, and its 
deleterious effect on the machine tool in- | 
dustry particular and on industrialization in. - 
general, are well reached. 

One major problem of analysis remains. 
DiFilippo’s model of the cycle suggests that 
expansions of the defense budget have a 
positive effect on machine tools and that its 
contraction has negative feedback. It is not 
clear why the net effect of the fiscal stabilizer 
should be negative. Some questions remain: 
Are the slump periods greater in time than 
the boom periods? Are there specific asym- 
metries between expansion and contraction? 
Is the variance of military budgets having a 
significant effect in contrast to itsmean? Are 
defense-induced multipliers inherently of low 
value compared to other forms of fiscal 
expansion? In the absence of adequate theo- 
retical answers, the appeal of the book will 
be diminished. 

DiFilippo has shown that supply-side 
economics coupled with high defense spend- 
ing has. had short-term benefits for the 
industry in recent years. However, the R & D 
burden remains; so long as Star Wars tech- 
nology will absorb a high proportion of 
skilled resources, nondefense industries, such 
as machine tools, will suffer. l 

I believe that a fundamental structural 
change is about to take-place with these new 
technologies. Their economic linkages and 
multipliers will be relatively small compared 
to the large expenditure involved. They will 
also be skill intensive, rather than the 
standard classification of (physical) capital- 
or labor-intensive techniques that we now 
have. Both these features may contribute to - 
the technological dichotomization of eco- 
nomic and security considerations. It may 
not be possible in the future to relate the 
defense of the realm.and the economic 
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benefits of defense industrialization. 

DiFilippo’s book is a welcome contri- 
bution to a complex but important field. By 
concentrating on one industry end looking 
at governmental fiscal policy, it bridges the 
micro-macro gaps—a trend that will be 
useful in economic analysis. This book is 
highly recommended. 

. ; SAADET DEGER 
University of London 
England 


DOWNS, ANTHONY. Revolution in Real 
Estate Finance. Pp. xiii, 345. Washington, 
DC: Brookings Institution, 1985. $31.95. 
Paperbound, $11.95. 


Anthony Downs has written < timely and 
extremely interesting book about the radical 
changes transforming real estate financial 
institutions. Downs identifies and describes 
five important changes largely responsible 
for reshaping real estate: (1) shifting expecta- 
tions of lenders and equity investors about 
the future trends of inflation; (2) the loss of 
housing’s formerly favored position in credit 
markets; (3) tandem changes in fiscal and 
monetary policies; (4) partial deregulation of 
financial markets; and (5) technical improve- 
ments in the electronic transfer of funds. 

The rapid increase in inflation during the 
late 1970s and early 1980s caused lenders to 
demand higher rates of return on investments 
and to alter fundamentally hcw interest 
charges are levied so that they could protect 
themselves from inflation-caused losses. The 
combined effects of higher inflation, the 
financial disintermediation suffered by sav- 
ings and loans associations, and changes in 
the federal tax code undercut the historical 
preferences accorded to home ownership. 
Federal policies regarding taxation, interest 
rates, and money supply altered the relative 
advantages of investment alternatives, caus- 
_ ing funds to shift from less attractive invest- 
ments to those offering greater after-tax 
benefits. 

At about the same time that lenders were 
repositioning themselves in an inflationary 
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environment, the federal government deregu- 
lated the financial services industry, freeing 
the market to set interest rates and allowing 
corporations to offer new investment pro- 
ducts to attract savings. This more competi- 
tive market has made mortgage money for 
housing more expensive. Last, technological 
advances and shifts in institutional arrange- 
ments have accelerated the transformation 
of the financial marketplace. 

The effects of these changes are just 
beginning to be recognized, and they promise 
to alter significantly the way families pur- 
chase housing, the way pension funds invest 
in real estate, and, in the long term, the way 
businesses and households utilize real pro- 
perty. In the short term, the shifts in financial 
conditions, practices, and technologies have 
created an investment bias toward real estate. 
This has caused considerable overbuilding in 
office markets across the nation. But in the 
longer run, especially with the recent tax 
reform, commercial construction will slow 
arid buildings will become more expensive. 

Perhaps the most serious implication of 
the revolution in real estate is that home 
ownership will remain expensive, as house- 
holds will have to compete on equal footing 
with commercial, industrial, and institutional 
borrowers for scarce funds. 

Anthony Downs has written a very good 
book on the changing world of real estate 
finance. The book will be of interest to 
planners, housing and economic develop- 
ment specialists, and social scientists. 

DAVID E. DOWALL 

University of California 

Berkeley 


HART-NIBBRIG, NAND and CLEMENT 
COTTINGHAM. The Political Economy 
of College Sports. Pp. xii, 126, Lexington, 
MA: Lexington Books, 1986. No price. 


College sports in America have changed 
dramatically since colleges first started play- 
ing one another on a regular basis toward the 
end of the last century. Sports are now big 
business on many campuses, and there is 
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considerable controversy regarding the conse- 
quences of this for both student athletes and 
academia and concerning whether and how 
this business should be regulated. Hart- 
Nibbrig and Cottingham do three things in 
this book: (1) they discuss the decline of 
amateurism in college sports and the sup- 
planting development of a system of cor- 
porate athleticism; (2) they analyze some of 
the economic and political forces influencing 
corporate athleticism today; and (3) they 
review some proposals for reform. 

They see market forces and a “relentless 
commercialism” as the driving forces trans- 
forming intercollegiate sports in the twentieth 
century. They argue that the business ethic, 
to some extent, has been there from the 
beginning and that the commercial interests 
were advanced considerably by the rational- 
ization of football in the 1920s by the 
legendary Yale coach, Walter Camp, but 
that it is the introduction of television cover- 
age in the 1960s that marks the emergence of 
a strong corporate athleticism, with its pre- 
vailing ethos of winning at all costs and 
generating revenue. The result is that many 
college athletes are now spending their “stu- 
dent years” not getting an education, but, 
rather, preparing to be professional athletes, 
even though very few ever succeed at this. 
There is still an enormous noncommercial 
sector of college sports, of course, but this is 
not discussed. 

University presidents and faculty have 
effectively relinquished control of this aspect 
of higher education in the past to the Na- 
tional Collegiate Athletic Association 
(NCAA), which was supposed to monitor 
intercollegiate sports in the context of a 
system of higher education. The NCAA 
dates back to a time when the prevailing 
ethos was amateurism, however, and it has 
proved ineffective, if not totally powerless, 
when faced with the market forces unleashed 
by television and alumni boosters. Hart- 
Nibbrig and Cottingham see the 1984 Su- 
preme Court decision against the “monopoly 
role” of the NCAA as finally heralding the 
way to the “full commercialization of college 
sports.” Understandably, some university 
presidents are now trying, rather belatedly, 
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to reestablish control over this aspect of 
higher education: 

Hart-Nibbrig and Cottingham’s treatment 
is fine as far as it goes. Readers interested in 
the-topic will find a lot of useful material 
packed into this short book. I think scholars 
will find it thin on original research, however. 
Many authorities in the sociology or history © 
of sports, for example, are cited casually in 
passing, but Hart-Nibbrig and Cottingham 
never enter into any substantial debate on 
interesting interpretative questions. More- 
over, some of their analysis—for example, 
their chapter on the economic base of college 
sports—seems spotty and piecemeal; I felt it 
needed more detail, more data, and more 
rigor before I could appreciate the balance of 
economic and political forces they discuss. I . 
would also like to have seen a fuller discussion 
of proposals for reform. At the same time, I 
found their combination of a systems ap- 
proach with a political-economy perspective 
helpful in suggesting a coherent framework 
for further discussion. This book is a useful 
introduction to its subject. 

ADRIAN C. HAYES. 

State University of New York | 

Albany ' 


HARVEY, DAVID. The Urbanization of Cap- > 
ital: Studies in the History and Theory of — 
Capitalist Urbanization. Pp. xvii, 239. 
Baltimore: Johns Hopkins ati 
Press, 1985. $25.00. 


FOGLESONG, RICHARD E. Planning the 
Capitalist City: The Colonial Era to the | 
1920s. Pp. x, 286. Princeton, NJ: Prince- 
ton University Press, 1986..$25.00. 


These volumes evince a common concern 
with the interplay between the capitalist 
economy and the built environment. Each 


`- author seeks to show how capitalist develop- 


ment has shaped and been shaped by the 
man-made geography of the modern city. 
Each also seeks thereby to illuminate specifi- 
cally urban phenomena within a generally 


- Marxist framework of economic analysis. 
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Harvey, a well-known economic geogra- 
pher, offers a collection of eight essays—six 
published earlier and subsequently revised, 
two published here for the first time—in 
which he adds a spatial dimension to Marx’s 
largely temporal approach to class relation- 
ships. Harvey is “primarily concerned with 
how capitalism creates a physical landscape 
of roads, houses, factories, schools, shops, 
and so forth in its own image and what the 
contradictions are that arise out of such 
processes of producing space.” His essays are 
theoretical rather than descriptive, and their 
dense sophistication makes much of what 
they have to say quite difficult to fathom for 
anyone who is not thoroughly conversant 
with both Marxist economics and economic 
geography. What I found most instructive 
and worth noting in the present context was 
Harvey’s thinking in his two chapters— 
numbers 5 and 6—on politics and planning. 
Here, and at various places elsewhere as well, 
he points out the ways in which the logic of 
the capitalist system necessitates capitalist 
support for an “operative geographical con- 
ception of community.” In the absence of 
such a community, he argues, competitive 
individuals will fail to build and maintain the 
basic infrastructure without which the system 
as a whole cannot function and reproduce 
itself. 

This facet of Harvey’s theorizinz, together 
with the thinking of other Marxist students 
of urban development—especially such French- 
men as Manuel Castells, François Lamarche, 
and Edmond Preteceille—constitutes a large 
part of the conceptual background that lies 
behind Foglesong’s much more accessible 
work in theory and history. Trained as a 
political scientist, Foglesong both illustrates 
and modifies the general ideas of his more 
heavily theoretical forebears and contem- 
poraries. He does so by juxtaposing them 
carefully and clearly against American devel- 
opments during a period of nearly three 
centuries, from the era of “colonial town 
planting” in the seventeenth century through 
the pursuit of technological efficiency in the 
early twentieth. 


‘Foglesong shows that planners played a 
crucial role in helping to facilitate the smooth 
functioning of capitalist aties. Acting not as 
the direct agents of capitalist entrepreneurs 
but instead as semi-autonomous intellec- 
tuals, they nonetheless a-ticulated and ad- 
vanced the collective interests of the leading 
owners of urban propertr more clearly and 
effectively than these men could possibly 
have done acting on their own. At one level, 
they sought to overcome tLe property contra- 
diction: the conflict between the self-centered 
impulses felt by private owners and the 
objective need for a greater degree of public 
control in order to strengthen the social and 
economic order on which they depended for 
their individual well-be ng. Housing re- 
formers, planners of urban parks, leaders of 
the city-beautiful movemznt, and the more 
technologically oriented advocates of the 
city practical all succeedec in large measures 
owing to the ways in which—and only 
insofar as—their programs fitted in with the 
larger interests of the capitalist class properly 
understood. 

Foglesong skillfully cemonstrates that 
these programs functioned in a variety of 
ways. Improved housing and urban parks 
contributed to the renewel of labor power, 
and the movement toward more efficient 
transportation networks and more stringent 
zoning of land use fitted in quite clearly with 
the material requirements “or both industrial 
production and commercial exchange. In 
ways that go beyond Harvey and Castells, 
Fogiesong also focuses on the symbolic and 
political pursuit of middle-class hegemony. 
He argues that the neoclassical architecture 
designed by men such as Daniel Burnham 
and his followers was seen as helping to 
instill a unifying sense of c-vic pride and that 
other items on the planmers’ agendas also 
helped to maintain “social control” over the 
urban masses by the middle class. His re- 
marks on the emerging solation to the “capi- 
talist-democracy contradiction” point in the 
game direction.- Here he argues that the 
emergence of public commssions of planning 
experts who were largely eutonomous from 
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elected officials provided an ideal way of 


ensuring that the ‘socialization of urban 
space did not advance to the point where 
capitalism itself was placed in danger. 

Contrary to Harvey’s belief that the alli- 
ances that sustain urban capitalism are ulti- 
mately unstable, Foglesong’s account of city 
planning thus suggests not the fragility but 
the great resilience of the capital order. 
Precisely to the extent that he demonstrates 
a congruence between the selfish interests of 
the capitalist elite and the accelerating ten- 
dency toward environmental intervention, 
he contradicts the expectations of anyone 
who would prophesy the final end of the 
capitalist system. It therefore comes as no 
surprise that despite his own Marxist bent he 
ends up urging his readers to work for urban 
reform by forging alliances within the capital- 
ist camp as well as by building democratic 
opposition to capitalist exploitation. This 
admonition constitutes a sensible conclusion 
to a very well argued book, which makes a 
major contribution to the history of urban 
development and the responses it has evoked. 

ANDREW LEES 

Rutgers University 

Camden 

New Jersey 


KETTL, DONALD F. Leadership at the Fed. 
Pp. xiii, 218. New Haven, CT: Yale 
University Press, 1986. $22.50. 


A casual inspection of this book, written 
by a political scientist, would seem to suggest 
that it is yet another history of the Federal 
Reserve System, since it traces the evolution 
of that organization from its weak and 
uncertain beginnings in 1913 to the position 
of power and influence that it occupies 
today. A closer reading, however, reveals 
that it is something else. While monetary 
policy, the essential raison d'être of the Fed, 
is indeed reviewed here as it has developed 
over time, this is purely secondary to, and 
treated only as necessary background for, 
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the main purpose of the book: to evaluate the 
changing relations between the Fed and its 
various constituencies—the president, the 
secretary of the Treasury, Congress, and the 
different major sectors-of the economy—to 
trace the sources of the growing power of the 
Fed, and to assess the role of the Fed’s legal 
independence in these developments. In 
short, the book could more properly be 
described as a political history of the system. 

Although this ground has been covered | 
by others before, notably by A. J. Clifford in 
his 1965 book, Kettl’s study differs in at least 
two important respects. For one thing, it 
draws more thoroughly than any of its 
predecessors on materials in all the presi- 
dential libraries, on congressional hearings 
and reports, on private collections of papers, 
and on extensive interviews with key officials. 
These make possible a wealth of detail never 
before gathered together, anecdotes that 
make for lively reading, and interesting 
vignettes of leading Fed and government 
officials. . 

Of much more importance is the great 
stress placed by Kettl on the leadership of the 


„chairman of the Fed since the mid-1930s as 


the factor most responsible for the Fed’s 
power, for its ability to adapt to changing 
circumstances, technical uncertainties, and 
political demands, and for the degree of its - 
success in balancing the often conflicting 
interests of its different constituencies and in 
winning their political support for its deci- 
sions——all essential for its effectiveness, credi- 
bility, and indeed the maintenance of its legal 
independence. Most fundamental of all, in 
Kettl’s judgment, are the relations between 
the chairman and the president; and a good 
deal of the book centers on the accom- . 
modating and sometimes confrontational 
nature of their relations since the 1930s. The 
analysis of these constitutes the essence and 
distinguishing feature of the book. Indeed, 
Kettl goes so far as to state, “The Fed’s 
history is inseparable from the history of the 
chairmanship, which in turn is inseparable 
from the story of the chairman’s relationship 
with the president.” | 


230 


Ketti concludes, among other things, that 
in the end the Fed has usually delivered 
‘policy in accord with the presideat’s policy 
` goals; that Congress, despite its often hostile 
attitude, has kept its distance from the Fed 
for most of the time; that Eccles, Martin, 
Burns, and Volcker—for all of waom Ketti 
clearly has enormous admiration—were 
“strong” chairmen who did a great deal to 
strengthen the Fed’s power; and that the 
Fed’s legal independence, while providing 
flexibility for building political support, was 
not itself the dominant source of the Fed’s 
increasing power. 

This interesting and well-written book, 


although likely to appeal mainly to political 


scientists, should also be of interest to econ- 
omists and to students of monetary policy- 
making. Some may feel, however, that Kettl 
has unduly exaggerated the degree of impor- 
tance attached to the role of the chairman, to 
the virtual exclusion of other Board mem- 
bers, the presidents of the 12 Federal Reserve 
banks, and the chairman’s staff. 
ARTHUR I. BLOOMFIELD 
University of Pennsylvania 
Philadelphia 


SCOTT, JAMES C. Weapons of the Weak: 
Everyday Forms of Peasant Resistance. 
Pp. xxii, 389. New Haven, CT: Yale 
University Press, 1985. No price. 


OHKAWA, KAZUSHI and GUSTAV RANIS, 
eds. Japan and the Developing Countries. 
Pp. vi, 456. New York: Basil Blackwell, 
1985. $45.00. 


It is adecade since James Scott published 
_his book on peasant revolution in Southeast 
Asia, The Moral Economy of the Peasant. It 
became widely known in the academic world 
because it was chosen as the -arget for 
Samuel Popkin’s eloquent if sweeping attack, 
in a book entitled The Rational Peasant, on 
all social science that refused to believe that 
peasant behavior could not be understood 
mainly through the economistic model of 


rational, self-regarding, individual behavior. | 
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The Scott-Popkin debate, regressing as it did 
to primitive polarities between two radically 
different conceptions of humanity and the 
root causes of human action—socially gov- 
erned and norm-governed versus individual 
and interest-governed behavior—did no cre- 
dit to social science. 

Scott has, fortunately, not abandoned his 
concern with norms, values, and morality as 
they affect peasant political behavior. Equally 
fortunate, he now shows more interest in the 
contested nature of statements of value and 
in the material roots of different interpreta- 
tions. The major apparent shift in his orienta- 
tion is away from the problématique of the 
causes of peasant revolution—a concern 
that, as he and others now clearly see, 
reflected American obsessions with the Viet- 
nam war—toward a fascination with the 
daily struggles of ordinary poor peasants to 
mitigate and resist material and symbolic 
subordination and oppression. The result is 
a book that makes major empirical and. 
theoretical contributions to our under- 
standing of the role of ideas, symbols, and 
ideology in class struggle and that deserves 
to stand as a minor classic in social science. 

It is noteworthy that, at a time when the 
social anthropological approach of inten- 
sively studying small communities is poorly 
regarded in most other social sciences, Scott 
has built this very solidly constructed intellec- 
tual edifice on a fieldwork base of a single 
Malaysian village of 74 households. Fortu- 
nate timing certainly played a part: Scott 
spent two years in this rice-growing Kedah 
village a few years after major economic 
changes associated with the introduction of 
double-cropping and, more important, just 
as combine harvesters were becoming com- 
mon. Scott explains with crystal clarity, and 
with the assistance of data from an earlier 
survey conducted in the same village, how 
the various changes in rice production af- 
fected income distribution. Mainly because 
of the displacement of harvest labor by 
combine harvesters, the rich indeed became 
richer and the poor poorer—while a large 
middle group had on balance been little 
affected. This account is, however, only a 
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prelude to the main story: the fact that the 
poor, who were increasingly dispensable as 
far as the rich were concerned, were still able 
to appeal to and use against the rich a set of 
community values to which the rich had 
conformed but a few years before when they 
had needed the labor of the poor. It is 
through manipulation of these values that 
the class struggle was largely fought, although 
this did not exclude more direct but covert 
and individual acts of resistance on the part 
of the poor. 

For a range of reasons the ideological 
class struggle was especially acute in Scott’s 
village. It may be difficult to find many 
similar situations in which the relations of 
production have changed so suddenly that 
the dominant class can be hoist by the petard 
of the value system it actively promoted but a 
few years before. One can, however, have 
every sympathy with Scott’s insistence that 
there is neither empirical nor theoretical 
basis for the common assumption, sometimes 
these days linked with the name of Gramsci, 
that the poor are kept in order because they 
accept an ideological system propagated by 
the dominant class. Scott’s theoretical discus- 
sion of hegémony and consciousness takes us 
far beyond his Malaysian village and is itself 
a major contribution to social science. 

In contrast, Ohkawa and Ranis take us 
into the world of large, collective research 
projects, with grants from major foundations 
and the names of many luminaries as advisers 
and collaborators. Despite the title of the 
book, the project was concerned not with 
relationships between Japan and developing 
countries but with what lessons about eco- 
nomic policy can be derived for contemporary 
developing countries from Japan’s historical 
growth experience. In practice, not all the 17 
contributed papers actually concern them- 
selves with this issue. More ‘worrying, the 
project itself appears to have virtually ignored 
what should have been a central theme: how 


_ major changes in the global economic, politi- 
‘cal, military, and technological orders in the 


century since Japan began to become an 
industrial power might affect the possibility 
of learning any lessons from Japanese experi- 
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ence. Unlike Scott, this book’s editors and 
contributors are all a long way inside all the; 
boundaries of social science. 
MICK MOORE 
University of Sussex i 
Brighton 
England 


SHUBIK, MARTIN. A Game-Theoretic Ap- ` 
proach to Political Economy. Pp. vii, 
744. Cambridge, MA: MIT Press, 1985. 
$47.50. 


This is the book to read for anyone 
interested in a survey of game theory and 
political economy. The book begins with a 
section on money, ownership, and prefer- 
ences. A concern of this section and a theme 
that appears throughout the book is the art 
and practice of successful model building. 
The next section is about oligopolistic mar- 
kets and the strategic behavior of large firms. 
A thesis in this section is that game theory 
provides an analytical framework that can 
unify the diverse approaches to the study of 
oligopoly. Part 3 is the first of two sections 


on general equilibrium theory—the study of ~ 


an economy as a system of interrelated 
markets. The perspective of this section is the 
theory of cooperative games, the study of 
how the gains from cooperation are divided. 
In contrast, noncooperative game theory is 
the study of strategic interaction between 
players, and cooperation when it arises is 
seen as a product of this strategic interaction. 
Part 4 is devoted to general: equilibrium 
theory from the perspective of noncoopera- 
tive game theory, and in particular strategic 
market games. Among the issues that take 
center stage here are the problem of price 


-determination, and the role of money, crédit, 


and financial institutions..The last section of 
the book addresses more political parts of 
political economy. This section opens with 
analyses of externalities and public goods, 
issues that fall in a class of problems known 


‘as market failure. The discussion then moves 


to taxation, voting, government, and bureau- 
cracy, where the focus is the relationship 
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between political and economic questions. 
Shubik’s ultimate interest here is the socio- 
political control of the economy. 

This is a book that addresses many inter- 
esting questions, and almost everyone will 
find something of concern here. Among the 
` issues that appear in the section on oligopoly 
are the strategic ramifications of production 
capacity and inventories, and the relationship 
between competitive behavior and the num- 
ber and size of firms in a market. The section 
on strategic market games addresses an 
important problem that is finessed in the 
neoclassical approaches to general equi- 
librium theory: the details of price deter- 
mination and market clearing mechanisms. 
An interesting result discussed in the final 
section is that in the absence of externalities 
and public goods, the different solution or 
equilibrium concepts reinforce each other. 
Specifically, as a market or an economy 
becomes larger—as the number of agents 
increases—-the different equilibrium con- 
cepts all converge to the competitive equi- 
librium. This coincidence of outcomes arising 
from different analyses and considerations 
of what is important in trade and exchange 
provides some explanation of the power of 
the price system and market economies. In 
markets with externalities and public goods, 
however, convergence does nat occur. This 
nonconvergence points to the limitations of 
the price system and points tc the need for 
solutions to some classes of economic pro- 
blems that lie outside of the realm of free 
markets, exchange, and contracting. In a 
discussion of voting and corporate stock, 
Shubik points to the role of minority share- 
holder protection rules in ensuring the exis- 
tence of an equilibrium. The analysis of 
voting includes the agenda selection pro- 
blem, logrolling, and vote trading. Here, 
Shubik points out fundamental differences 
between economic and political processes; 
“the comparison between ‘spending’ one’s 
vote and one’s money does not. survive 
scrutiny.” A constant theme in this book is 
the need to account for institutions in theo- 
retical research. Such is not an easy matter, 
and among Shubik’s many contributions to 
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game theory is his institutionally rich model ~ 
building. 

Readers of this book will be impressed 
with the breadth and depth of Martin Shu- 
bik’s research. The book contains much to 
think about, and it is because.of Shubik’s 
insights and depth of analyses that some 
readers might wish that he had discussed 
here some recent research in game theory, 
such as the noncooperative approaches to 
cooperative behavior, incomplete informa- 
tion, and the issue of credible threats in 
oligopoly theory. Finally, the reader of this 
book need not be a game theorist or a 
theoretical economist, but should probably 
have some familiarity with the basic defini- 
tions and concepts of game theory. 

JOHN KAMBHU 
Columbia University 
New York City 


WRIGHT, GAVIN. Old South, New South: 
Revolutions in the Southern Economy 
since the Civil War. Pp. x, 321. New 
York: Basic Books, 1986. $19.95. 


In recent years, the American South has 
once again become a battleground. This time 
the combatants are, on the one hand, those 
who claim the pattern of Southern industrial- 
ization as a confirmation of the inexorable 
workings of free market forces and, on the 
other, those who see in the modern South the 
legacy of planter values and a coercive, 
nonmarket system of labor relations. Old 
South, New South is Gavin Wright’s interven- 
tion in this debate. For Wright, the key to the 
Southern experience is that “the South consti- 
tuted a separate regional labor market outside 
the scope of national and international labor 
markets that were active and effective during 
the same era.” Since it was a labor market, 
the tendency toward wage convergence within 
the South was established, although in most 
cases this was a convergence downward to 
wage levels for farm laborers. Since it was 
also an isolated, Southern labor market, 
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however, reductions in regional wage differ- 
entials did not occur. Only under the external 
pressure of national wage and labor stan- 
dards in the: 1930s did these differentials 
begin to close. Thereafter, the South was 
gradually opened to the tendency to national 
labor market integration. As a result of this 
process, in the 1980s “the South as a distinct 
economic entity has all but disappeared.” 

It is impossible to do justice to Old South, 
New South in a short review. It is well 
written, technically and theoretically sophisti- 
cated, and historically sensitive. Its merit as 
an exercise in economic history is that it sees 
markets as social phenomena rather than as 


abstracted sets of economic relationships. | 


This pays off repeatedly as Wright clarifies 
racial, ideological, and other dimensions of 
market relations. Those who still believe in 
the abstract logic of markets should read this 
book. 

Wright’s intelligent eclecticism does not 
make his analysis entirely convincing, how- 
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ever. It provides a better explanation of what 
the South used to be than of what it has 
become. Treating Southern development pri- 
marily in terms of the market exchange 
dimension of productive relations, Wright 
can provide only a cursory discussion of 
nonwage, essentially political sources of re- 
gional differentiation such as levels of union- 
ization and of work intensity. Consequently, 
neither his conceptual framework nor his 
final chapter on the contemporary Southern 
economy—in which he qualifies his argument 
repeatedly—can rule out the possibility that 
there remains something distinctive about 
relations between capital and labor in the 
South. 
PHILLIP J. WOOD 

St. Francis Xavier University 

Antigonish 

Nova Scotia 

Canada 
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PREFACE 


“{Folly] is the pursuit by governments of policies contrary to their own inter- 
ests... . In its first stage, mental standstill fixes the principles and boundaries 
governing a political problem. In the second stage, when dissonances and failing 
function begin to appear, the initial principles rigidify. . . . Rigidifying leads to 
increase of investment and the need to protect egos; policy founded upon error ` 
multiplies, never retreats... . In the third stage, pursuit of failure enlarges the 
damages until it causes the fall of Troy, the defection from the Papacy [as during the 
Protestant Reformation], the loss of a Trans-Atlantic empire [as in the case of 
George III, and] the classic humiliation in Vietnam.”! 

Since the late 1960s, serious crime in the United States has doubled and eels of 
fear have increased. American crime and fear are by far the highest in the 
industrialized world.? 

In terms of policy, the magnitude of crime and fear over the last two decades 
suggests the “march of folly.” During this time, the federal government has made 
hardware fashionable. Its grants have included money for several tanks to one 
police department and for a submarine to another. Crime did not go down—all that 
went down was the federal agency making the grants.3 

Deterrence was fashionable for a while, but it has been demonstrated that, for the 
most part, more and more police or longer and longer séntences do not result in less 
‘and less crime.* 

If one believes that society should be protected from serious offenders and that 
punishment is a valid reason for incarceration, the notion of incapacitation—taking 
criminals off the street to prevent them from committing more crimes—seems to be 
common sense. Yet careful research on incapacitation, another popular policy of 
recent years, shows that “the potential reduction in serious crime is disturbingly 
small, especially when balanced against the social and economic costs of pursuing 
this strategy strenuously enough to make much difference to public safety.” 

The United States already has the highest rates of imprisonment in the - 
industrialized world, with the possible exceptions of South Africa and the Soviet 
Union. At current rates, every fifth black man in America will spend some time ina 
state or federal prison, with the proportion much higher for specific inner-city 
communities.* It has been estimated that, in order to have any significant effect on 
the rate of serious crime—for example, to reduce it by 20 percent-——we would have 
to triple the prison population. The cost would be about $70 billion in new 
construction, American prisons being filled to capacity, and—conservatively, at 
present prices—-$14 billion in new annual operating costs. The $70 billion is well 


l. Barbara W. Tuchman, The March of Folly (New York: Ballantine Books, 1985), p. 383. 
2. Lynn A. Curtis, ed., American Violence and Public: Policy (New Haven, CT: Yale University 
Press, 1985). 
3. Ibid. 
- 4, Elliot Currie, Confronting Crime (New York: Pantheon Books, 1985). 
5. Ibid., p. 88. 
6. Ibid., p. 91. 
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over double the amount needed to lift every poor family above the poverty line. The . 
$14 billion could provide 1 million unemployed inner-city youths with solid jobs at 
an entry-level wage of $7.00 an hour.’ In addition, prison is the best school for 
crime. “Not only do a greater number of those who receive punitive treatment . . . 
continue to break the law, but they also commit more serious crimes with greater 
rapidity than those who experience a less conatraning contact with the judicial and 
correctional system. ”? 

Even though crime and fear have risen dramael, while so much money has 
been poured into police and other criminal justice social engineering over the last 
twenty years, one still observes state legislatures churning out laws to lock criminals 
up and throw away the key and similar advocates arguing that, if we just grew still 
tougher, we would see some light at the end of the tunnel. U.S. policy against crime, 
then, appears to be well into Barbara Tuchman’s second stage of folly, where 
failures appear, “principles rigidify,” investment increases to protect egos, and 
“policy founded upon error multiplies.” 


THE PRESIDENTIAL COMMISSIONS AND THEIR UPDATE: 
NEIGHBORHOOD, FAMILY, AND EMPLOYMENT 


In 1985, American Violence and Public Policy was published as an update of the 
Eisenhower Violence Commission, the Kerner Civil Disorders Commission, and the 
Katzenbach Crime Commission of the late 1960s. Building on the themes of the 
commissions and focusing on the inner-city minority poor, who are dispropor- 
tionately involved in serious crime, American Violence and Public Policy included 
these observations by Paul J. Lavrakas: 


Too many... crime prevention experts and policymakers may weil be expert about the 
workings of criminal justice system agencies, but do not appear to recognize the implication 
of acknowledging the limitations of these agencies in our democratic society. Until we change 
the emphasis of our public policies away from viewing the police, courts, and prisons as the 
primary mechanisms for reducing crime, I believe that we will continue to experience the 
tragic levels of victimization with which our citizens now live. These criminal justice agencies 
are our means of reacting to crime—but they should not be expected to prevent it by 
themselves.’ ; 


The criminal justice limitations that Lavrakas sees in crime prevention parallel 
the same limitations that many observers—conservative and liberal—now are 
pointing out in drug abuse prevention. For example, in 1986, federal appeals court 
judge Irving R. Kaufman, chairman of the President’s Commission on Organized 
Crime, said with regard to drugs, “Law enforcement has been tested to the utmost, 
but let’s face it, it just hasnt worked.”!0 

As an alternative that works better, many of the contributors to American 
Violence and Public Policy suggested variations on or components of a new ‘ca 


7. Ibid., pp. 88-91. 
8. Marvin E. Wolfgang et al., Delinquency in a Birth Cohort (Chicago: University of nes 
Press, 1972), p. 152. 
9. Curtis, ed., American Violence and Public Policy, p. 110. 
10. John Brinkley, “Fighting Narcotics Is Everyone’s Issue Now,” New York Times, 10 Aug. 1986. 
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framework for inner-city crime prevention that, at the broadest level of policy, is 
based on neighborhood, family, and employment. Americans like to see themselves 
as open and friendly—good neighbors. The family has been our source of strength; 
each wave of immigrants that has landed on our shores has built upon family 
resources to rise in status and wealth. The exceptions, of course, were those who 
came as slaves and had their families purposely broken up. And the work ethic is 
central to the achievement of the American dream. l 

We can be more specific about this neighborhood, family, and employment 
policy framework, which is consistent with the unfinished agendas of the 
Eisenhower, Kerner, and Katzenbach commissions. 

During the years since the Eisenhower Violence Commission, a good number of 
inner-city neighborhood nonprofit organizations have become sufficiently empow- 
ered to use crime prevention successfully as a means to the ultimate end of securing 
community regeneration, economic development, housing rehabilitation, and 
youth employment. In part, the development process has been made secure by 
reducing opportunities for crime, for example, through neighborhood patrols, 
block watches, and escort services. But to avoid merely displacing violence to other 
locations, the causes of crime also have been addressed. One way has been through 
replacing or supplementing weakened families with alternative, community-based 
extended families that, along with ethnic and cultural identification, help restore to 
children and teenagers the consistent discipline and self-respect created by strong 
natural families. In other words, a broad sense of family can be suggested that 
includes any emotional connecting and bonding among individuals, such attach- 
ment supplying social support and discipline. In this sense, we can include the 
natural family as well as many variations on extended-family settings with support 
from mentors and peers. 

Family and extended-family influences also have helped channel illegal market 
activity by youngsters into more productive legal markets. Research and experience 
have demonstrated that both the support of an extended family.and stable, quality, 
legal employment, not make-work, are needed by young, poor, inner-city males if 
the incidence of crime among them is to be reduced.!! Such employment needs to 
promise upward mobility and often can be targeted on developing the inner city. 
The strategy amounts to coordinating a national labor policy for the structurally 
unemployed with national neighborhood crime prevention and family policies. 

As used in American Violence and Public Policy, “employment” in the context of 
inner-city high-risk youth embraces the high school and. also remedial, general ` 
education diploma; technical, and life-skills education needed to qualify youths for 
jobs that promise upward mobility. 

To avoid failures of the past, the meaning of “financial self-sufficiency” at the 
level of the grass-roots community organization is discussed in American Violence 
and Public Policy. Future crime prevention programs must take into account that 
creating financial self-sufficiency is part and parcel of reducing inner-city problems 
through community organizations. Otherwise, many community-based programs 
will go out of business, as began happening in the 1970s when federal budgets were 


_ 11. Curtis, ed., American Violence and Public Policy. 
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cut. Local crime prevention programs can promote financial self-sufficiency if they 
are run by neighborhood organizations that have a sound financial management 
system in place, a supportive board, a well-defined constituency, and a good track 
record in economic development, housing rehabilitation, and youth employment. 
Such. stable, multipurpose organizations already have diversified sources of 
income, which can be useful in financially sustaining crime prevention designed to 
promote neighborhood security and to generate a climate for economic develop- 
ment. In addition, a multipurpose organization can foster community interest and 
hence financial support. This achievement is not always possible for a single- 
~ purpose neighborhood crime prevention organization, which can lose its financial 
underpinning and the community’s interest after a wave of crime and fear subsides. 

However, the notion of self-sufficiency can be oversold. The public sector must 
play a major role in financing the continuation of successful community programs. 


THE NATIONAL FORUM AND 
THE ANNALS 


To create a dialogue about the recommendations of American Violence and 
Public Policy, a series of forums was funded by the Ford Foundation, beginning 
with events, resembling town meetings, at the John F. Kennedy School at Harvard 
University and the John F. Kennedy Library. Such local events evolved into the 
National Policy Forum on American Violence and Public Policy at the United — 
States Senate on 2 May 1986. This volume of The Annals contains edited versions of 
most of the presentations at the forum, along with specially prepared chapters by 
new contributors who complement the others or help round out a written 
presentation. 


MODELS OF SUCCESS 


The first part of this volume, “Models of Success,” makes the meaning of a 
national neighborhood, family, and employment policy more concrete through 
presentations by the founders of four community-based organizations that, 
through their success over the last 15 years, have become national models. Without 
the formal court system, Raymond Shonholtz’s Community Board Program, Inc., 
in San Francisco and other locations creates neighborhood-based solutions to 
everyday urban conflicts through mediation by citizen volunteers. It is often family 
members who benefit. Without extensive organizing in the immediate neighbor- 
hood, the Argus Community, Inc., in the South Bronx and the House of Umoja in 
Philadelphia provide highly successful extended-family environments for adjudi- 
cated offenders and other high-risk youths citywide. Centro Sister Isolina Ferré in 
Ponce, Puerto Rico, provides a balance of neighborhood organizing, extended- 
family supports, and employment opportunity. Charles Silberman has called it “the 
best example of community revitalization which [he has] seen anywhere in the 
U.S.”12 


12. Charles E. Silberman, Criminal Violence, Criminal Justice (New York: Random House, 1978), 
p. 434. 
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For Argus, Centro, and Umoja, the chapters by Elizabeth Sturz and Mary 
Taylor, Isolina Ferré, and David Fattah show some common underlying principles. 
Most fundamentally, those principles advocate the creation of an extended-family 
setting with strict rules and nurturing, through which self-respect is instilled, 
education is pursued, PDDE is MOATE; and employment, is found by high-risk 
youth, . 

Although more evaluations are. needed. there appears to be a consensus among a 
broad spectrum of observers that these organizations have been successful and 
cost-effective. The Community Board Program handles more than 800 disputes a 
year in San Francisco alone and has an 85 percent success rate, with parties reaching 
some type of agreement. Argus and: Umoja determine their success by following 
individuals who pass through their programs. Studies by the Vera Institute and the 
New York Criminal Justice Coordinating Council showed lower recidivism rates 
for Argus graduates than for graduates from almost any other program in New 
York City that works with such high-risk offenders. A Philadelphia Psychiatric 
Center study reported a 3 percent rearrest rate for Umojans compared to arate of 70 
to 90 percent for young people released from conventional juvenile correction 
facilities. Over a 15-year period the number of adjudicated delinquents i in the La . 
Playa neighborhood where Centro is-located was reduced by 85 percent and the ~ 
delinquency rate was cut in half, despite a rapid increase in the population of 
high-risk youth.!3 i x 

In terms of recidivism, Argus, Centro, and Umoja a are much more effective than 
prison. They are also much less expensive than prisons. The annual cost per person 
is $30,087 for New York State prisons, $24,186 for Minnesota prisons, $22,433 fora ` 
federal maximum-security prison, and $19,339 for California prisons, while it is 
only $16,000 for Argus residents, $16,000 for Umoja residents, $2000 for Argus 
nonresidents, and $200 for Centro nonresidents. The Community Board Program 
experiences its impressive success through Haiii compere to expensive 
lawyers and the costly court system.!* l 

The community always takes the lead vis-a-vis‘the soli among these model 
initiatives. Umoja began in spite of opposition by then police chief Frank Rizzo. 
Argus has always used police support, which varies over time, based on the attitudes 
of precinct captains. During the 1970s, when Anthony Bouza—now Minneapolis 
police chief-—was in charge of the Bronx, an officer was given two years’ leave to 
teach building trades at Argus. The Puerto Rican police initially were hostile to and 
suspicious of Centro. Today, the police rely more and more on Centro’s advocates. 
Unless a crime is very serious, the police will avoid arrest, instead bringing a juvenile 
to an advocate for counseling. When police are asked to settle-a domestic dispute, 
they often will ask an advocate to meet them in the barrio to help mediate. Several 


13. P. Matteo, “Mediation of Disputes Empowers Local Communities,” Neighborhoods: A Crime 
Prevention Newsletter (Chicago Alliance for Neighborhood Safety) (June-July 1987), p. 1; Elizabeth L. 
Sturz, Widening Circles (New York: Harper & Row, 1983), p. 310; Curtis, ed., American. gudia 
Public Policy, p. 208; Silberman, Criminal Violence, Criminal Justice, p. 434: 

14. Lynn A. Curtis, “The March of Folly: Crime and the Underclass” (Paper delivered at the 
Workshop on Communities and Crime, Christ's College, Cambridge, England, 16-19 July 1986), p. 15; 
Sherry Sylvester, personal communication, | May 1987, p. 1; Matteo, “Mediation of Disputes,” p. 1. 
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advocates have police hot lines in their homes, so they can be contacted immediately 
after hours when there is trouble. In the San aaasta] area, police often pass out 
Community Board referral cards to citizens.!5 

Although Argus, Centro, and Umoja are private sector community initiatives, it 
is interesting to note that one of the most successful public sector programs to 
reduce crime, the residential Job Corps, uses many of the same basic principles. 
According to Labor Department statistics, during the first year after the experience, 
Job Corps members were a third less likely to be arrested than nonparticipants. 
Every $1.00 spent on the Job Corps results in $1.45 in benefits to society, including 
reduced crime and substance abuse—which account for $0.42 alone in benefits— 
reduced welfare dependency, and increased job production, income, and taxes. The 
cost per year is $13,000 per resident.!¢ 

The conceptual framework of Argus, Centro, and Umoja is opposed by 
naysayers who, for example, ask, “What agency do we create, what budget do we 
allocate, that will supply missing parental affection and restore to the child 
consistent discipline by a stable and loving family?” The same critics argue that they 
have “never seen the causes of crime” and that there is no relation between 
unemployment and crime.!7 

The inextricable involvement of the extended family and employment in Argus, 
Centro, Umoja, and similar programs underscores the nonsense in such posturing, 
which also appears ignorant of the evaluated successes and cost-effectiveness of the 
model programs compared to the criminal justice system. The real issues are to 
define and understand better how. extended family plus employment in a 
neighborhood setting creates less crime and dependency. For example, to what 
extent, if any, are residential programs more cost-effective than nonresidential 
programs, and for what kinds of youth? What is the significance of Centro’s 
drawing the entire community into its extended family, compared to Argus and 
Umoja, where the surrounding community appears less involved, though each of 
these two has fledgling businesses serving the community? 

That the principles underlying these successful organizations are on the right 
path can be further verified by the results of the most exhaustive review of the 
employment-crime relationship, by the Vera Institute for the U.S. Justice 
Department.'® 

For high-risk dropouts aged 14 to 18, Vera concluded that we cannot assume a 
direct, one-to-one, short-term relationship between employment alone and reduc- 
tion of crime by those employed: Rather, Vera suggested that a number of 
components are necessary to reduce crime successfully—at least theft and related 
crime—by those employed. 

Employment training and the actual jobs for high-risk youth ideally should 
provide a bridge from less secure and promising secondary labor market 


15. Curtis, “March of Folly,” p. 16; Silberman, Criminal Violence, Criminal Justice, p. 443; Matteo, 
“Mediation of Disputes,” p. 6. 

16. Robert Taggart, A Fisherman's Guide (Kalamazoo, MI: Upjohn Institute, 1981). 

17. For a critique of such naysayers, see Curtis, ed., American Violence and Public Policy; Currie, 
Confronting Crime. 
18. John W. Thompson et al., Employment and Crime Oreney DC: Department of Justice, 
1981). ; 
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employment to more secure primary labor market employment, where the work is _ 
steady and holds promise of upward mobility. 

- Employment opportunity must exist. Training and bridge employment mean 
nothing if the private and public sectors cannot supply the jobs. Important for the 
focus here on the inner city, Vera found that the private supply was much more 
limited for poor black than poor white youths. Therefore, although more private 
sector employment needs to be identified for minority youth, we cannot rule out the 
public sector sources that in recent years have often been more accessible to poor . 
minorities than private sector opportunities. Examples are local government, civil 
service, and postal service jobs. i 

Employment networks are crucial for linking the demand for bridge employment 
by high-risk youth to the supply of jobs. The Vera findings were that black high-risk 
youths had far fewer contacts than white high-risk youths with family, friends, and 
others who provided access to employment opportunities. In the absence of such 
contacts, alternative sources, such as community organizations where high-risk 
youth feel comfortable, were seen as necessary to link youths to employees. 

Family help and alternative extended families are required. Vera found that 
white high-risk youths were able to utilize family resources for employment more. 
than black high-risk youths were. Because so many minority. high-risk youths are 
from single-parent families and because it often is harder for a single parent to 
maintain control over potentially delinquent youths, Vera found that there need to 
be ways of either strengthening the control of natural families or providing both 
discipline and psychological support through alternative, extended families. Vera 
also found that high-risk youths need more hands-on, accessible role models who 
are successful in legal labor markets to work with them. As youths grow older, the - 
formation of their own families can be a stabilizing influence that both makes 
employment more important to them and also encourages a noncriminal life-style. 

Peer networks need to be tapped. Among high-risk youth, Vera suggested, many 
decisions are not made based on rational cost-benefit calculations between legal and 
illegal market behavior—at least not rational as defined by, say, many academics 
and policymakers. Rather, the decisions are often determined by peer influence— 
for example, pressure to conform to what friends say, behavior required to join and 
stay in a gang, and advice by friends regardless of its wiseness. The Vera findings 
suggest that it is naive to deny, try to break up, or try to compete with such peer 
influence. Rather, a crucial lesson from the Vera work appears to be that the 
influence of peers needs to be incorporated into an employment program as another 
essential support to the job itself. 
' High school education is another support that the Vera study suggested is 
important in influencing those employed to commit less crime. Although consider- 
able variations existed among ethnic groups, there were clear payoffs associated 
with high school degrees or more advanced education. However, while school was 
seen as valuable, the schools. for minorities in the Vera- study often were 
disorganized, full of conflicts, and unhelpful in providing personal contacts and job 
opportunities. This set of circumstances raised the possibility of alternative settings, 
like community organizations, that can provide more order and a refuge for study 
toward earning a general educational diploma—or at least counselors and role 
models who can assist and motivate high-risk youth who remain in high school. 
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- Insum, the Vera findings read like an ad for the components that Argus, Centro, 
and Umoja long have identified as the commonsense core of their work. The 
founders of these organizations probably would add that, in their neighborhoods, 
with rates of joblessness of over 50 percent, the component most outside of their 
control is employment opportunity. 

REPLICATIONS 

The second part of this volume, “Replications,” presents the first published and 
preliminary ‘evaluation summaries of two national, multisite demonstration 
programs that, over the 1980s, have attempted in modest ways to replicate some of 
the principles underlying the successful model programs. Jeffrey Fagan, senior 
research fellow at the New York City Criminal Justice Agency, reports on the 
Violent Juvenile Offender Research and Development Program, which funded 
inner-city community organizations in the Bronx, Chicago, Dallas, Los Angeles, 
New Orleans, and San Diego. My article reports on the Neighborhood Anti-Crime 
Self-Help Program, which funded inner-city community groups in Baltimore, 
Boston, Brooklyn, the Bronx, Cleveland, Miami, Minneapolis, Newark, Philadel- 
phia, and Washington, D.C. 

There are many parallels in the experiences of the two demonstrations, which 
should provide the basis for a new generation of programs. Both demonstrations 
worked in very high crime ghetto-slums and created a bubble-up planning process 
with extensive mobilization of neighborhood residents. They utilized scientific polls 
of residents as needs assessments, which provided a factual basis for planning. The 
exact programs that were implemented varied somewhat between the two 
demonstrations, but there were many common underlying themes, such as youth 
skill and job development, improved family or extended-family functioning, 
neighborhood mediation, and citizen organizing. Both demonstrations were based 
on social control theories of bzhavior. The preliminary evaluation outcomes show 
considerable success, through a variety of communitywide measures as well as 
measures of change in individual high-risk youths over time. Just as with the model 
organizations presented in the first part of this Annals issue, the replications of the 
second part show that inner-city crime prevention led by community organizations 
can be more effective than police-led crime prevention. 


PRACTICAL FEEDBACK 


The national directions offered in American Violence and Public Policy must be 
implemented in the real world. We therefore asked national and city-level leaders, 
officials, and practitioners to provide feedback, critique our policy proposals, and 
describe how they have been carrying out such initiatives on a day-to-day basis or 
could carry them out in the future. Their responses are found in the last three parts 
of this Annals issue. 

Sylvester Murray, the former city manager of Cincinnati and San Diego, finds 
that the notions of neighborhood, family, and employment hold a great deal of 
meaning for him because they provide an individual with identity, self-esteem, 
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status, and respect for others—all of which serve, in his experience, as disincentives 
against committing crime. Mayor Bud Clark is planning a block-level-based 
program to start youth enterprises, and therefore employment, in Portland. 
‘Similarly, Garry Mendez, director for the Criminal Justice Program at the National 
Urban League, shows how the framework in American Violence and Public Policy 
is not inconsistent with his Crime Is Not a Part of Our Black ener program in 
Afro-American communities throughout the nation. 

The president of the National Alliance of Business, William Kolberg, points to 
the central importance of minority youth employment. His views are reinforced by 
an international perspective. Mary Tuck, head of the Research and Planning Unit 
of the British Home Office, and Nigel Whiskin, assistant director of the National 
Association for the Care and Resettlement of Offenders, in London, describe 
British schemes that go beyond criminal justice and organize inner-city residents 
against crime. But they also make clear that more structural change, like 
employment for the minority poor, must be part of a package that works. Marilyn 
Steele, program officer of the Charles Stewart Mott Foundation, cautions us not to 
downplay the education and training needed to make that employment- effective 
and allow for upward mobility. 

Since the 1960s, we have learned that more federal funding per se is not 
necessarily effective, unless it is carefully targeted through specific and proven 
programs. Raul Yzaguirre, president of the National Council of La Raza, shows 
how targeted neighborhood, family, education, and employment programs since 
the 1960s have been drastically reduced or modified and that the effects have been 
disproportionately felt by Hispanics. While urging effective control of handguns 
and reform of our correctional system, Senator Edward Kennedy takes the lead in 
advocating a much higher level of targeted neighborhood, education, and 
employment resources from Washington if we are to address more basic structural 
problems in the American economy and society. 

Sherry Sylvester, director of public policy for the Correctional Association of 
New York, observes that neighborhoods, jobs, and families also can be a framework 
for criminal justice reforms. Her illustrations of this point are residential 
corrections and work release as alternatives to incarceration, neighborhood 
mediation as an alternative to inefficient court proceedings, and the New York City 
Community Patrol Officer Program as an alternative to motor vehicle patrols. The ` 
New York patrol program has many similarities to the community. policing 
described by Houston Police Chief Lee Brown in his Directed Area Responsibility 
Team and to the Japanese community-based policing tradition, which has been 
adopted in American cities, such as Santa Ana, California. The Japanese policing is 
described here by Douglas Rake, president of Shinzen Productions, Inc. Even 
though many inner-city organizations are quite capable of taking the lead in 
community crime prevention, we need to develop far more groups to involve the 
citizenry. In the meantime we should welcome community policing as a step in the 
right direction. Former U.S. Assistant Attorney General Lois Herrington reminds 
us, however, that, while we search for more effective ways to prevent crime, we must 
also affirm the neglected rights of victims and remember that law and its 
enforcement play a vital role in creating respect for human life and dignity. 
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CONCLUSION 


In sum, there are alternatives to the “march of folly” in the Unsted States and to 
unreasonably high expectations of the U.S. criminal justice system. Model 
programs of success in inner cities have evolved over the last 16 yeers. Considerable 
progress had been made in showing how the principles underlying these successes 
can be replicated. Both the models and the replications appear to be more cost- 
effective than criminal justice alternatives. Many practical and influential people 
who make decisions in the real world are enthusiastic about an alternative 
neighborhood, family, and employment policy, though it needs to be refined still | 
more. That the central directions of this alternative and its relaticn to the criminal 
justice system are nonetheless sound can be further reinforced br comparisons to 
existing programmatic successes in and new initiatives by other industrialized 
democracies, like Japan and Great Britain. 


LYNN A. CURTIS 
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Inventing and Reinventing Argus: — oe 


| What Makes One | 
Community Organization ‘Work - 


By ELIZABETH LYTTLETON STURZ and MARY TAYLOR 


ABSTRACT: Since 1968, Argus Community, Inc., a South Bronx 
community-based organization, has had a 70, percent success rate ‘in 
reclaiming the lives of some of the most at-risk youth in New York City, 
including juvenile. delinquents and drug abusers. In- 1987 Argus was 

` selected by the Greater New York Fund as oné of six best-managed social; 
= welfare agencies in New: York. Argus begins by filling in emotional-and - 
parental gaps, through an extended family environment that restores trust: . 
and develops self-esteem. It moves young people through educational and ` 


+. vocational training to job programs and.colleges, among other avenues of 


„future growth. Organizations like: Argus can be replicated. The effort must 
“be carried out at the community level, but underwritten by the public sector’ 
Woran with additional a sector. resources. ; l 


. -Elizabeth ities Siüirz ‘president. of vane Corinei ‘has. worked: asa journalist, 


i publia relations director, and program planner and has received three writing LODE 


Her latest book is- Widening Circles (7983). 
Mary Taylor, Argus’s associate director for residential programs, has experienced drugs 


at the eed Institute in New York City. | 
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. and street life firsthand. She earned a master’s degree in social work, and is a fellow therapist i 
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RGUS has existed as acOmmunity 
based-organization (CBO) in the 
South Bronx since 1968. It provides an 
alternative life program for adolescents 
and adults who have been on the tread- 
mill of unemployment, underemployment, 
street hustling, welfare, substance abuse, 
crime, and prison and who saw no way 
out for themselves. 

Of the adolescents who have attended 
Argus over the years, about athird were 
caught up in the juvenile ani criminal 
justice systems, accused or ccnvicted of 
theft, assault, mugging, robbery, posses- 
sion or sale of drugs, and so fcrth. Many 
came through family court aspersons in 
need of supervision or as neglected, 
abused, or abandoned. Neariy all used 
drugs. All were dropouts. any had 
serious educational deficits. About a 
third were adolescents brought to Argus 
by relatives who could not cope with 
their troublesome behavior and who 
clung to the hope that their children 
would somehow find their way out of 
the South Bronx. They had deen told 
that Argus could help. And we have 
been able to succeed with cubstantial 
numbers, first folding them into the 
bosom of our community, where they 
could heal, learn new ways, and grow in 
competence and self-esteem; -hen trans- 
planting them firmly into the broader 
community, where they could continue 
to thrive—or if they did noz, bringing 
them back for another try. 

Our own yardsticks anc those of 
outside evaluators tell us that Argus is 
producing worthwhile resul-s. We are 
monitored and held to strici standards 
and outcomes by our city and state 
funding agencies. Each year we achieve 
measurable gains with substential num- 
bers of 300 or so who are acmitted. Of 
our enrollees, 70 percent achive success 
by one or several of these objective 


yardsticks: (1) no further involvement 
with the juvenile or criminal justice 
systems; (2) less drug involvement or 
none at all; (3) better program atten- 
dance; (4) higher academic scores; (5) 
obtaining a General Educational Devel- 
opment or high school diploma; (6) 
returning to mainstream schools; (7) 
making progress toward vocational 
goals; (8) entering advanced vocational 
training; and (9) getting and keeping 
nonsubsidized jobs. 

Other more impressionistic outcomes 
for the enrollees include (1) more trust; 
(2) a more positive view of self; (3) better 
relations with counselors, teachers, 
peers, family members, foster parents, 
or guardians; (4) a dawning belief that if 
they act responsibly, doors will open. 


WHY WE NEED CBOs 


CBOs are needed for economic and 
societal as well as humane reasons, and 
we believe that, given the resources, 
carefully constructed, well-run commu- 
nity organizations could achieve desir- 
able outcomes on a broad scale. . 

Indeed, the plight of families,. chil- 
dren, and communities is so drastic and 
the consequences for the future so catas- 
trophic that sooner or later our country 
must be moved by enlightened self- 
interest, if not by compassion, to provide 
responsible elements in communities with 
the resources and the support to wrestle 
with these problems. 

Samuel P. Peabody, chairman of the 
New York Citizens Committee for Chil- 
dren, put it this way: “The population of 
angry, uneducated, uncared-for kids is 
increasing every year in alarming num- 
bers. There are just not enough Argus 
Communities to reach out to those 
spiritually deprived and undernourished 
boys and girls. New York City should 
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have a thousand such communities.”! 

It is notjust ghetto dwellers and the 
poor who could benefit, but middle- 
class families and children as well. They, 
too, are experiencing social upheaval 
leading to an erosion of values, broken 
homes, alienation, underachievement, 
child abuse, teen pregnancies, teen sui- 
cide, substance abuse, violence, and 
crime. 

Developing CBOs on a scale capable 
of responding to these problems would 


be costly. Can we afford it? The truth is 


that we cannot afford not to respond. 

Dropout rates for minority students 
have reached epidemic proportions—as 
high as 62 percent for one group in New 
York City, according to a recent study 
entitled “Dropping out of School in 
New York State,” commissioned by the 
state university system’s African Ameri- 
can Institute. The report cited the all 
too familiar reasons for dropping out, 
including teenage pregnancy, poor aca- 
demic achievement, and economic fac- 
tors. Also cited. were a cultural bids 
against minority students and inadequate 
strategies by the educational system to 
keep disadvantaged students in the class- 
room or get dropouts to return. 

The U.S. government pays $70 billion 
a year to support dropouts on welfare, 


in prisons, and through other social 


programs.3 But apart from the costs of 
welfare, foster care, drug and alcohol 
treatment, hospitals, police, courts, and 
prisons for damaged people who could 
have benefited from less expensive pre- 


1. Samuel P. Peabody to Elizabeth L. Sturz, 8 
Jan. 1986. 

2. African American Institute, “Dropping out 
of School in New York State,” as reported in New 
York Times, 18 Nov. 1986. 

3. Dale Mann, professor of public policy, 
Columbia Teachers College, quoted in Gannett 
Westchester Newspapers, 12 Oct. 1986. 
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ventive measures, there are other costs 
that must be factored into the equation. 
For example, the U.S. government loses - 
$71 billion a year in taxes not paid by 
unemployed high school dropouts.‘ In 
New York City alone, if high schools do 
not graduate more students, 100,000 
clerical, professional, technical, and 
writing jobs will go begging over the 
next three years.> “This is not a compas- 
sion issue but a very real business issue,” 
William C. Ferguson, president of New 
York Telephone and chair of the New 
York State Business Council, said re- 
cently, referring to these grim facts.6 | 


CAN CBOs HAVE AN IMPACT 
ON THESE PROBLEMS? 


Can.CBOs reducé crime among. 
youths, where it is most prevalent? Can 
they foster positive values? By values we 
mean respect for law and order, respect 
for self and others, realizing one’s poten- 
tial, reaching out to help others. Can 
CBOs act as extended families; make up 
for past deprivations; fill in educational 
gaps; motivate young people to develop 
the behavior, attitudes, and competen- 
cies that open doors in the labor market? 
Can CBOs be of help to the business 
community in its search for responsible, 
committed, drug-free and alcohol-free 
employees—a search that in light of 
foreign competition has become a matter 
of survival for American businesses? 

We believe that the answer is yes on 
two conditions: (1) that CBOs are well 
managed, properly staffed, and effec- 
tively run; and (2) that society commits 


4. Ibid. ; 

5. New York State, Department of Labor, 
quoted in Gannett Westchester Newspapers, 12 
Oct. 1986. 

6. William C. Ferguson, quoted in Gannett 
Westchester Newspapers, 12 Oct. 1986. 
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sufficient resources to the initiative, that 


is, that there be.an effort commensurate. 


with the need. 

Building prisons is not the answer; 
building people is. Prisons do not work 
because we cannot build enough of them 
and we cannot keep misdoers inside 
forever. Moreover, the numbers of mis- 
doers are swelling. Repeat felons are 
turned back into foster care programs 
because the courts are swamped. Prisons 
are bursting at the seams. On the other 
hand, there is national concern about 
youths detained in adult jails for want of 
community resources. 


BASIC RECIPES FOR A CBO 


Granted that we can build and rebuild 
people and families—every successful 
society on the face of the earth has done 
it—what are the essential ingredients of 
a CBO devoted to such a purpose? In 
trying’to answer this question, we will 
' rely on the Argus model because that’is 
what we know best. We have invented 
and reinvented Argus over 18 years and 
have harvested some grains of knowl- 
edge that may be useful. 


First, there are certain elements that 


should be present because, in our experi- 
ence, it is precisely the lack of these 
elements in the family, in the schools, in 
the justice system, and in the workplace 
that encourages antisocial behavior and 
chaos. These elements include modeling 
and teaching values as defined earlier; 
setting up and maintaining a safe envi- 
ronment—cooperation here from the 
police is helpful; responsible authority 
figures and peer groups who act as an 
extended family, providing warmth, nur- 
turance, communication, and structure; 
rules that allow enrollees and staff to 
experience the consequences of positive 
and negative behavior; marshaling well- 


designed, realistic academic, prevoca- 
tional, and vocational training re- 
sources; setting positive short-range and 
long-range goals; the development of 
new identities and aspirations; and the 
cooperation of the private sector, includ- 
ing, especially, employers. 


THE FRAMEWORK FOR 
THE PROCESS 


How do we set up the chain of events 
that ends with young people in jobs and 
employers being supplied with the hu- 
man material they need? Essentially, i it is 
a process that responds to the whole 
person, attempting to fill in gaps, restor- 
ing trust in family, law, and societal 
values, changing feelings and attitudes— 
in short, developing the self-esteem and 
new identities and responsible behavior 
that can open doors. 

People are the key, and the crucial 
people are the staff and positive peers. 
Before touching on staff and peer devel- 
opment, we need to sketch the framework 
in which daily activities and interac- 
tions——the nitty-gritty of the process— 
can take place. 


The program steps 


In Argus, the steps are Intake; First 
Step, or orientation; a second, prevoca- 
tional training phase called Job Hori- 
zons; Various vocational training oppor- 
tunities, including ‘computer literacy, 
word processing, office skills, and build- 
ing maintenance; and referral to the 
Youth Energy Corps, the City Volunteer 
Corps, the Job Corps, the armed forces, 


college, or nonsubsidized jobs. 


Public-private cooperation 


‘Academic instruction is provided at 
each level by the New York City Board 
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of Education, which outstations teachers 
in our day center, Mutual. cooperation 
and respect have enabled the Board of 


Education and Argus to shapè and 


reshape the program in the interest of 
the enrollees. We meet regularly at all 
levels, to work out our problems and 
plan new endeavors. 


We believe, in fact, that Argus and . 


the Board of Education are developing a 
model of public-private cooperation in 
creating a safe, warm growth environ- 
ment for high-risk youth. With the 
board’s teaching strengths and resources 
and Argus’s capability for maintaining 
safety and order, along with Argus’s 
relative freedom from bureaucratic con- 
straints, the two agencies are able to 
accomplish what neither could do alone. 


EARLY CHILDHOOD 
EDUCATION, 

A MULTIGENERATIONAL 
APPROACH 


After trying for years, we recently 
added a new dimension to our day 
center: Early Birds, which provides day 
care for the babies and toddlers of teen 
mothers enrolled in Argus. This program 
also offers early childhood education, 
parent training, and health, hygiene, 
and family planning, and it provides 
vocational exploration and training for 
Argus enrollees with career aspirations 
in the field of day care. 

A former commissioner of the New 
York City Human Resources Adminis- 
tration, Blanche Bernstein, stated 
recently: “We have neglected the 
obvious—the need for improved educa- 
tional achievement at the preschool and 
elementary school levels. Children get- 
ting little help at home need help from 
schools.” Ms. Bernstein said that pro- 
grams attempting to break the welfare 
cycle have typically focused on female 
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heads of households, but that the task of 
improving the care and upbringing of 
young children was left to the mother, 
often a teenager, completely disregard- 
ing her obvious limitations.’ 

Through Early Birds, Argus is not 
only providing care, nurturance, and 
education for the young children of 
teenage mothers enrolled in our Job 
Horizons projects; we are also teaching 
the young mothers—and fathers—how 
to be good parents. We expect our Early 
Birds to grow strong wings and their 
parents to fly alongside of them. 


DRUG-FREE TREATMENT. 
RESIDENCE AS INCUBATOR FOR - 
FUTURE TREATMENT STAFF 


Since 1974, Argus has provided group 
residential care for adolescents without 
viable homes of their own. In October 
1986 we added a residence for 50 home- 
less drug abusers and are presently devel- 
oping a drug-free treatment residence 
for 170 additional males and females 
whose cry is, “Give me hope, not dope.” 

Our aim is to develop leadership 
qualities and counseling skills in drug- 
free residents who are interested and 
capable. The drug epidemic has never 
left us. Perhaps now, with the advent of 
crack and designer drugs—analogues of 
heroin, barbiturates, and other addictive 
substances readily synthesized in home 
laboratories—society will at last mount 
an appropriate counterattack with a. 
heavy emphasis on prevention, educa- 
tion, and treatment. Law enforcement 
alone cannot stamp out or even control 
this deadly menace. 

The most effective treatment for drug 
abuse is nonchemical—except in medical 
emergencies and detox—and involves 


7. Blanche Bernstein, “A Way to Break the 
Welfare Cycle,” New York Times, 31 Oct. 1986. 
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the use of highly trained street people in 
a process that reeducates, develops new 
identities, and structures alternative life- 
styles. No other group can deal as 
effectively with drug users in our experi- 
ence. “You have to journey to the pit of 
hell to learn how to deal with the devil” 
is the way one Argus staff member puts 
it. There is and will be an enormous need 
for socially and morally developed ex- 
addicts with solid training to take drug 
users by the hand and say, “We found a 
way out and so can you.” 

The same people who confide that “it 
is a beautiful thing, man, when you pull 
off a hustle” can come to realize as they 
develop on higher levels: “I was so busy 
using and selling and the money was so 
terrific I never even stopped to think 
how I was hurting myself and other 
people.” They can find regeneration— 
and self-realization on a higher level— 
by reaching out to rescue others. 

_In our drug-free treatment commu- 
nity for homeless addicts, there are an 
attorney, a builder, a carpenter, a singer, 
and a male prostitute, among others. 
They are black, Hispanic, Caucasian. 
The drug scene swallowed up many 
before they could develop skills or a 
career path. A number will want to 
reinforce their own identities by working 
intensively, at least for a time, with those 
fresh from the streets. They will want to 
pass along what they have learned while 
imprinting it more deeply in their own 
minds and hearts. This will give them a 
longer time to effect the transition, find 
positive friends, heal the breach with 
their families, and return to the work- 
place—or venture into it for the first 

time in some meaningful way. A voca- 
tional counselor or job developer works 
with them from their first weeks in the 
residence. 


THERAPY ON THE HOOF 


How do former addicts and other 
Argus staff learn to counsel enrollees? 
The answer is that they learn through 
the experience of being counseled, by 
living hour by hour, day by day, week by 
week in a treatment environment where 
every interaction, every achievement, 
however small, is significant. We call it . 
therapy on the hoof: They learn in group 
counseling—from their peers and from 
the facilitator. They participate in Argus 
weekly staff development groups. They 
attend seminars sponsored by funding 
agencies, voluntary groups, and colleges. 
A select group goes through experiential 
and cognitive development at the Casriel 
Institute for New Identity Process 
Therapy. 


WEEDING, PRUNING, ANDA 
CBO’S HEALTH 


Any agency seeking to revitalize peo- 
ple must be able to revitalize itself. It 
must be alive, have sources of strength 
that can be replenished—an inherent 
process of dropping dead leaves and 
branches and growing new ones. In 
inventing and reinventing Argus we have 
developed new and exciting programs, 
but we have also had to weed out, 
however painfully, those that cannot 
work. In 1986, we closed our group 
residence for adolescent males although 
there is a severe shortage of beds in New 
York City. The ground rules of the 
foster care program did not permit us to 
deal with the tough problems of delin- 
quency, crime, and drug abuse. Our 
facility was wrecked and other programs 
in the same building were threatened. 

Now the homeless drug abusers, aged 
18 and older, who occupy the same 
premises have repaired and painted the 
facility with the help of our maintenance 
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crew. They keep floors and furniture 
shining. Their rooms are orderly and 
their persons are clean and neat. Each 
resident helps the staff in one area or 
another. They attend behavioral, new- 
identity, and emotive groups and semi- 
nars and keep their medical appoint- 
ments. Urine tests to date have shown 
residents to be 100 percent drug free. No 
magic here. Simply, our hands are not 
tied and we have a good staff, a struc- 
ture, and a sound program. After eight 
months our retention rate is 53 percent. 
Of those who leave, 62 percent do so 
within one month and 77 percent leave 
with two months. The program accom- 
modates 50. 

Keeping crime and drugs out of our 
doors is an unremitting task. Our local 
police precinct, particularly the captain 
and the community officers, has been 
very cooperative. But the basic work— 
awareness, insistence on a positive envi- 
ronment—lies with our staff. We have 
to be tough when we hire and when we 
fire. 

An agency has to be sound at. the 
core, and the core is people—staff and 
peers. It is this inner core that gives us 
our strength, our code, our moral princi- 
ples, our stamp, our meaning, our ability 
to attract and incorporate those who are 
lost, confused, floundering, seeking. 


THE TREATMENT MODEL 


We are healers in a spiritual and 
moral, not a medical, sense. We do not 
subscribe to the model that says that 
people who commit antisocial acts are 
sick. Sometimes the problems are bio- 
chemical or medical, as research findings 
over the past 20 years have clearly 
shown. Fhese problems require medical 
treatment or whatever steps are neces- 
sary to protect society. Apart from that 
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subset, social scientists refer to a com- 
plex of factors, economic and psycholog- 
ical, leading to antisocial behavior: the 
one-parent, female-dominated family, 


_ the culture of poverty, the culture of 


crime, and recently a permanent under- 
class. are frequently blamed for the dis- 
ruptive behavior of inner-city youths. A 
failed welfare system, unresponsive 
schools, and the lack of jobs and oppor- 
tunities are cited also, although not as 
often, perhaps because we are not ready 
to put our words, much less our money 
and our best efforts, into a solution. It 
appears more prudent and less costly— 
over the short run—to probe the past 
histories and inner lives of troubled and 
troublesome people, seeking the-origins 
in early traumas and family conflicts. 

This model provides a cop-out for 
kids—and people of all ages—who do 
not want to grow up. Who does? It is 
tough to deal with the here and now, 
assume responsibility for one’s own life, 
shape oneself and one’s future, and learn 
to communicate and to care about peo- 
ple. But that is our task if we are to be 
successful as human beings or as a 
society. For the test of a successful 
society is its ability to incorporate the 
young. That is precisely what this coun- 
try is not doing at present and what it 
must learn to do on a large scale if we are 
to thrive or even remain alive on this 
planet. It is a task that never ends and 
that cannot be undertaken solely by teen 
mothers or grandmothers or fathers or 
even two parents together raising chil- 
dren on their own in a small walled-off 
space without guidance or a supportive 
network and without strong social 
underpinnings. 

A history of deprivation or abuse in 
the family or in society deserves sympa- 
thy and understanding. But at Argus we 
do not encourage our kids to wallow in 
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their sorrows, nor do we believe that a 
solution can be found by raking over the 
past. People serve themselves best by 
focusing on what they can learn from 
their unique experience, however painful 
it has been, by realizing how strong they 
are to have survived, and by putting that 
strength to work to build a here and now 
and a future. 


A MESSAGE FOR POLICYMAKERS 
AND LAWGIVERS 


SOS. Formulate a national policy. 
Address the problem. Arrange to bring 
help into communities so that they can 
begin to build supports for beleaguered 
families, schools, drug-free treatment, 
and justice systems. Argus and other 
agencies have demonstrated that CBOs 
can effectively fill in emotional, parental, 
educational, and vocational gaps. We 
can create and maintain drug-free and 


crime-free environments where growth, 
motivation, and learning can take place. 
We can act as launching pads for a 
broader, brighter future for numbers of . 
people. 

The problem is huge and complicated, 
of course. But our experience has shown 
that angry, alienated teenagers can be 
pulled in, can be brought to the point 
where they not: only do not steal and 
assault but have something of value to 
give to society. The message to these 
teenagers has to be: “You are valuable, 
society cares about you. You have the 
obligation and the resources to reach 
your potential.” 

The effort and the message have to be 
underwritten by the government and 
carried out by the community. In the 
words of Lynn Curtis, they have to 
“trickle up,” not down. In our experi- 
ence, the CBO can be a proper vehicle 
for the process. 
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Prevention and Control of 
Violence through Community © 
Revitalization, Individual 
— and Perene pre sneer 


By M. ISOLINA FERRE 


ABSTRACT: The Ponce Playa Project officially known as the Centro 
Sister Isolina Ferré , is a community-based project originally designed for 
‘ the prevention and correction of juvenile delinquency. It is-also perceived 
as a successful grass-roots project that has effectively limited violence - 
through the revitalization of the Ponce Playa community. The project is 
- based on the principle that a community made aware of its own resources, 
with a confidence in its capacity to use these resources for its own 
- fulfillment, will come alive and create'a life more human and more 
satisfying for itself and the development of its. children. Educational 
alternatives and job training have helped in the development of a sense of 
self-worth; youth and’ family advocacy and community health programs 
have resulted in a new vision of a people in control of their lives; an 
_ awareness of their capacity for mutual assistance has reawakened a sense of 
confidence. They have created in Ponce Playa an environment conducive 
to achievement rather than delinquency. or violence. 
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Sister M. Isolina Ferré, M.S.B.T., is the founder of the Centro Sister. Isolina Ferré in 
Ponce Playa, Puerto Rico. A member of the' Missionary Servants of the Most Blessed 
` 3 Trinity, she has had an active career working among the poor in the United States and Puerto 

Rico. She has an M.A. in sociology from Fordham University, has received ten honorary 
-degrees and the Rockefeller Foundation Public Service Award for community revitalization, 
and was named by the president of the United States asa US. fener to the World 
Conference of the Mid-Decade for Women. : 
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N 1968 I returned to Ponce Playa, 


‘from the turbulent streets of the 


Navy Yard section of Brooklyn, New 


York, where for ten years I often found 
myself trying to curb the violence of 
neighbor against neighbor. La Playa de 
Ponce was an isolated area where 16,000 
people lived neglected by government 
and private agencies and with delin- 
quency rates more than twice that of the 
city of Ponce. Here, with a handful of 
fellow religious, a few university profes- 
sors, and a number of dedicated citizens, 
we faced the task of helping the people 
of La Playa help themselves to achieve a 
new life. 

- In those days of violence abroad in 


_ Vietnam and violence at home, we all 


shared an idea: that violence was incapa- 
ble of correcting violence. We Enew our 
people and we were convinced that, if wè 
could find a way to help them seek their 
destiny, we might find a way tc success. 
From then on something remarkable 
has happened in.the Playa de Ponce. A 
community has come alive and discov- 
ered in itself resources of personal dig- 


` nity and self-confidence. In the course of 


this experience, it has developed a pro- 
cess of creating for its children a life that 
is more human, more satisfying, and 
more fulfilled. For the people of La 
Playa, this is a sign of hope. 


LA PLAYA 


La Playa is the port section of the 
beach of Ponce, the second city of 
Puerto Rico. It is located on the southern 
coast of Puerto Rico, on the Caribbean 
Sea. The beach in many coastal cities of 
Puerto Rico is not an amusement center 
for bathing and water sports. It is the 


‘section where poor homeless people 


squat. Communities develop among 
thesé groups of squatters but generally 


remain clusters of poor, isolated, often 
neglected people. Ponce Playa was this 
kind of a community in 1969; it com- 
prised a population of 16,000 persons, 
with high unemployment, high crime 
and delinquency rates, poor health con- 
ditions, and few, if any, resources. In 
1969, there was nota single doctor in La 
Playa, no nurses or dentists, no social 
agencies. When I returned to the Playa 
after my ten years in Brooklyn, I saw. it 
as a challenge I had to face. 

I had one great advantage. In 1951, 
the sisters of my religious community | 
had opened a small dispensary where 
they sought to be of some help to the 
residents with medicines, counseling, 
and the assistance of volunteer doctors 
and nurses who gave some of their spare 
time. However, it became more than a 
dispensary. The sisters who lived there 
became part of the Playa community, 
became advocates of particular persons 
in need, and came to be loved and 
respected as the one refuge that people 
could seek out, day or night, weekday or 
weekend, when they needed assistance. 
Thus over the years a deep bond of 
solidarity and confidence developed be- 
tween the sisters and the people of the 
Playa. When I returned J had this as a 
firm base with which to begin. 


THE STRATEGIES 


Over the years in Puerto Rico, in 
Appalachia where I had worked for a 
while, in the Navy Yard section of 
Brooklyn, I had come to realize that 
violence among youth or in neighbor- 
hoods had an important relationship to 
family, community, and employment. 
If family and community could be 
strengthened, and meaningful employ- 
ment made available, I was convinced, 
as others were, that we might make 
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substantial progress in the struggle 
against neighborhood crime and vio- 
lence. This perspective gradually 
emerged into three clearly perceived 
strategies: : 


—awakening a sense of personal 
worth; 

—creating a vision expressed in com- 
munity; and 

—participating in a revitalization 
process. 


We set out to put these strategies to 
work in a program that will be described 
later. The result was a community fully 
alive, a community that discovered the 
hidden strengths within itself and suc- 
ceeded in creating a more human and 
satisfying life. A brief description of the 
three strategies will reveal what led to 
success in the Playa; and it will show 
other communities throughout the world 
the promise of an equally fulfilled life if 

-they can carry out the strategies in their 
own area. 


AWAKENING A SENSE OF 
PERSONAL WORTH 


“For the wonder of myself, O Lord, I 
am grateful,” as the Hebrew poet ex- 
presses it. Or as the medieval writer put 
it, “The glory of creation is man fully 
alive.” Two things become involved here: 
(1) the growing awareness among men 
and women of their own human dignity; 
and (2) their ability to engender this 
awareness in others. Out of this respect 
for the dignity of others, an effective 
cariño (love) emerges as a dynamic force 
in interpersonal relationships. This 
awareness is not a programmed product. 
It grows out of the experience of the 
human family and out of the sensitivity 
that contemporary happenings evoke 
among men and women today. They 


29 


realize that life can be more humane and 
that they have the capacity to makeit so. 
By taking advantage of every aspect of 
contemporary experience, from the chal- 
lenges that are faced by the leaders of 
society, to the day-to-day tasks of fami- 
lies and friends in neighborhoods, to the 
big and little interests of growing chil- 
dren and youth in their effort to fulfill 
themselves, the bonds that link us to- 
gether become the effective resources 
for the creation of a better world. 

Concrete experiences began to con- 
vince me of the importance of this 
strategy. One day, while J was walking 
through the workshops and gardens of 
the Centro Sister Isolina Ferré and 
talking to the young people around, I 
saw a teenager sitting by the greenhouse. 
He was the image of despondency, 
depression, and anger. I said to him, 
“What is your name?” He said, “Tor- 
pedo.” I said, “Torpedo, do you ever 
smile?” “Why should I smile? I am no 
good, I have nothing to do—I am hun- 
gry—lI have no work.” I understood. I 
then talked to a supervisor to get him 
some hours of workin the coffee planta- — 
tion. A few weeks later I passed by the 
coffee plantation and met a teenager 
who was all smiles who said to me, 
“Sister, don’t you remember me?” I did 
not. “I am Torpedo, Sister, the one that 
could not smile. Now I have a job and I 
can see the world in a different way.” He 
was a completely changed young man, 
even in his physical aspect. ` 

e x 
CREATING A 
VISION OF COMMUNITY 


“No man is an island” is a common 
poetic phrase. “Every chain is only as 
strong as its weakest link.” A child is 


‘born into a community of parents, sib- 


lings, relatives, and friends. We become 
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the heirs of the social network into 
which we are born and in which we are 
socialized. The environment of commu- 
nity cannot be avoided. Moreover, a 
community can suffer circumstances in 
which it loses its vision, becomes inert, 
slips into a feeling of helplessness and 
loss of self-esteem. 

Once again experience confirmed our 
conviction. For example, our commu- 
nity had many handicapped children, 
but the parents had them hidden in their 
homes. They were ashamed of the chil- 
dren and did not know what to do with 
them. We started an advocacy program 
with the parents. We taught them about 
their responsibilities, the laws that pro- 
tected them, and the need to gather with 
other parents and to learn how to help 
their children. Today we have a very 
active group of parents who meet regu- 
larly, work with their children, and 
represent them in meetings and public 
hearings both in Ponce and islandwide. 
They have started a network of inter- 
ested parents all over the island. As a 
result, the vision of human values has 
been stirred. Individuals have been 
brought to the awareness of their great- 
ness and have activated a network of 
family, friends, and neighbors in a pro- 
cess in which the community becomes 
active, develops an awareness of its own 
capacity, takes its life into its own 
hands, and emerges as a vital and dy- 
namic force in the fulfillment of its 
‘members. The community then becomes 
the great advocate of its people. In brief, 
the community comes alive. 


PARTICIPATING IN A 
PROCESS OF REVITALIZATION 


The community is not a museum 
piece. It is a lively, creative network of 
active individuals, persons pursuing the 


vision of a more humane society. The 
network of people in a common effort 
toward a common good must be acti- 
vated; advocacy must begin to exert 
itself; the mutual assistance of persons 
who respect each other must give expres- 
sion through love of each other, through 
accepting common responsibilities for a 
common welfare. Participation in the 
life and activity of the community is an 
essential part of human fulfillment. It 
requires specific activities, a process of 
mutual assistance, patterns of interac- 
tion among individuals to contribute to 
the betterment of their own lives and the 
lives of others. This level of organization, 
community activity, or mutual assistance 
must be measured daily by its ability to 
awaken in every person a sense of human 
dignity and to stir the community to the 
common effort toward a humane and 
more satisfying life. 

With the help of the Lord, the imple- 
mentation of these strategies gave the 
people the opportunity to realize their 
own capabilities and available resources 
and to take their lives into their own 
hands. 

Briefly, how did this work out? Our 
central focus was the community. We 
wanted to bring the community to an 
awareness of its hidden strength, to give 
expression to those hidden strengths, to 
develop among the people of the commu- 
nity the competency to protect them- 
selves and their children. We began with 
the concept of advocacy—the commu- 
nity’s becoming an advocate for itself— 
and selected young persons to act as 
advocates for youths who had come to 
the attention of the police or the courts. 

I had already started some job-train- 
ing programs and, with the.help of 
volunteers, some tutoring and recreation 
programs. But the Law Enforcement 
Assistance Act had been passed in 1968 
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to provide funds for community-based 
programs for the prevention of juvenile 
delinquency. With the help of my former 
professors at Fordham University, we 
developed a proposal for Ponce Playa 
and received our first federal funding in 
1969. Youth and Community Alerted 
was born. This basic program later 
expanded into the Center of Orientation 
ànd Services (Centro de orientación y 
servicios), now the Centro Sister Isolina 
Ferré. l 

- -The grant under the Law Enforce- 
ment Assistance Act provided funds, 
administered through the Puerto Rico 
Crime Commission, for a full-time youth 
counselor, a director of recreation, and 
a director of the tutoring program, as 
well as a community organizer. The 
federal funds also enabled us to hire 
other full-time staff. This staff consisted 
of ten youth advocates (intercesores), 
young people from the Playa who knew 
the streets and the people and were 
Playeros themselves. These served as big 
brothers or big sisters to juveniles sent to 
us from court. 

We made an arrangement with the 
judge of the juvenile court to call one of 
our advocates whenever a youth from 
the Playa came before the court. If it 
seemed suitable—as it did in all but the 
most serious cases, but sometimes in 
them also—the judge would refer the 
youth to our program. The youth would 
reside at home unless an alternate ar- 
rangement was indicated and would be 
associated with one of our advocates. 
The advocate would get to know the 
youth and his or her peers and family 
and would look into the schoolwork, 
family situation, and day-to-day behav- 
ior of the youth. The advocate would 
involve the youth in our tutoring, rectea- 
tion, or job-training programs. This 
involvement proved to be an important 
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feature of the Playa program. No one 
but staff and the advocate knew that any 
particular youth was a court referral. A 
court referral became just one more 
participant in our programs. 

It is important to note that the pro- 
gram was not conceived as a program of 
counseling for individual youths, al- 
though such counseling was an impor- 
tant element. The focus was the commu- 
nity, to involve the families of the Playa 
in all we were doing. The youth advocate 
was not only a big brother or sister to a 
particular youth. It was the task of the . 
advocate to become familiar with the 
whole’ living experience of the youth 
under his or her care, to work with the 
family, the peers, the school, the staff, 
the police, and the court, to help the 
community become aware of the re- 
sources it had that should help the youth 
develop into a healthy adult. In this way 
the community became aware of its 
hidden resources, local leaders began to 
emerge, and a sense of common purpose 
and confidence began to grow. The 
community was becoming aware of its 
own strengths, was becoming confident 
of its ability to care for its own interests 
and its own youth. 

An example of this realization of 
community strength lies in the photo- 
graphy program for all our youths. 
Some friends at Kodak had sent us some 
simple cameras and other friends-of ours 
volunteered to teach photography to the 
children. This became very popular 
among the youths and developed into 
one of our best-known programs, the 
Young Photographers of Ponce Playa. 

The photography program has been - 
successful in imparting photographic 
skills to participants. One of our tutors, 
a young man, became interested in the 
program, developed into an expert pho- 
tographer, won national and interna- 
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tional prizes, and is now the full-time 
director of the photography program. 
The works of the Young Photographers 
have been exhibited in many prominent 
places in Puerto Rico and in an exhibi- 
tion at the Metropolitan Museum of Art 
in 1976. 

The main point of this program, 
however, was not just to teach young 
people how to take pictures. Our objec- 
tive was to help them to develop an 
awareness of themselves, their friends 
and neighbors, their entire environment. 
We wanted their photographs to be an 
instrument to help them develop a new 


- and deeper perception of their lives as 


Playeros. It resulted in a deeper sensi- 
tivity (conscientizacion) about who they 
were and what their community was. . 

Everything we did was directed to- 
ward this kind of community conscious- 
ness. The community’s awareness of 
itself resulted in an awareness of its 
strengths and resources. 

The first reaction of the police to the 
Ponce Playa Project was suspicion and 
distrust. They saw us diverting the youths 
from the juvenile justice system after 
they had arrested them. Slowly, how- 


_ ever, they came to know the advocates 


and the advocates came to know them. 
Now a very good relationship prevails. 
The police, when they apprehend a 
youth from the Playa, will often call the 
advocate first rather then bring the 
youth to court. 


THE COMMUNITY 
HEALTH PROGRAM 


Another effort to develop a sense of 
community strength and solidarity was 
the Diagnostic Center (Centro diagnos- 
tico). In 1969, Ponce Playa had no 
health services at all—no doctors, no 
nurses, no dentists, no clinics. Rather 
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than try to convince one or more doctors 
to settle in the Playa, it was clear to us 
that a community health center would 
be more helpful. Community people 
would be involved in it, and it would 
serve the total community, not just a few 
persons who happened to know adoctor. 
Thus we prepared the proposal for the 
Diagnostic Center, and it was initially 
funded by the Office of Economic 
Opportunity. | 

The center now provides the services. 
of 15 doctors-—5 of these are from the 
National Health Service, doctors who 
provide two years of service in recom- 
pense for the government’s funding of 
their education—15 full-time graduate 
nurses, 5 full-time dentists, and 5 medical 
technologists. The center was originally 
connected to the community through 80 
women from the Playa who served as a 
link between the center and the families 
of the Playa. These family health work- 
ers, as they are called, now number 25, 
and the center has four satellite centers 


in the Playa and one in the neighboring 


town of El Tuque. Small vans travel 
through the Playa to transport the fami- 
lies to the center for consultation or 
treatment. Community members serve 
on the center’s board. The Diagnostic 
Center continues to be funded by the | 
Department of Health and Human Ser- 
vices and the Commonwealth of Puerto 
Rico with an annual budget of $1.7 
million. The center also administers the 
budget of the National Health Service 
Corporation for the entire Island. 

The Diagnostic Center has been de- 
scribed by many visitors as the best 
community health center they have seen. 
The services have been of high quality, 
and the health of Playeros has substan- 
tially improved. Although the center is a 
direct-service agency, members of the. 
Playa see it as their own. These circum- 


PREVENTION AN D CONTROL OF VIOLENCE 


stances reinforce their sense of commu- 


nity solidarity and strength and foster a. 


sense of pride and satisfaction. 


EDUCATIONAL ALTERNATIVES 


In our work with the youth it was not 


long before we realized that education ‘ 


would have to be a major factor in 
developing community strength and soli- 
- darity. Many of the adults had little or 
no schooling and thus were handicapped 
in their search for work; children were 
not in school when they should have 
been—thus presenting the danger of 
their growing into adulthood with little 
or no education. A great deal of publicity 
was being given at the time to what was 
called the problem of children dropping 
out of school, as if dropping out of 
school was a decision of the child. This 
popular myth failed to recognize the fact 
that the school system was not respond- 
ing to the needs of the community. For 
example: / 


1. In 1969 there were three elementary 
public schools in the Playa and one 
Catholic parochial school. With double 
sessions in the public schools, these 
schools had a capacity for 4105 children, 
but there were 6500 children of school 
age in the Playa. There was no high 
school in the Playa in 1969. The high 
school was in the city of Ponce, some 
miles from the Playa, and Playeros did 
not have transportation to get to it. Asa 
result, at that time only 3 percent of the 
Playeros had finished high school. 

2. Many of the youths who were in 
school and who wanted to stay in school 
did not have the necessary preparation 
for their current level of schooling. They 
needed remedial educational programs 
that did not exist. Discouragement led 
to disinterest. Why go to school? - 
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3. Many of the young adults were too 
old to go back to the regular schools. 
What they needed were educational or 
job-training programs designed for per- 
sons in their situation. 

4. There were large numbers of adults 
and young adults who were anxious to 
finish school but, because of work or 
age, needed a special program patterned 
for their needs. 


It was evident that the community 
needed a wide range of educational 


‘alternatives to enable its members to 


acquire the educational skills they 
needed. Our focus was not simply utili- 
tarian. We wanted to create a situation 
in which every person in the community 
would have the opportunity of full 
human development. What was at stake 
here was the person fully alive, the 
moral values in the depth of one’s soul, 
the awareness of one’s dignity as a 
person, the respect for others that re- ` 
flected this sense of dignity, acommunity 
sense of understanding and solidarity at 
the service of neighbors in the continuing 
struggle of life. 

We began with tutoring. With a paid - 
director and a staff of volunteers, we 
developed an extensive program of tu- 
toring children who needed remedial 
help and others who were out of school 
and wished to return. We organized an 
equivalency program to bring youths 
and adults to the level of a ninth-grade 
diploma. We set up an array of educa- 
tional alternatives for children who 
found the environment of school too 


_ difficult but who were genuinely inter- 


ested in learning in informal settings. 
The photography program was only one 
of these; it attracted in-school and out- 
of-school youths. There was a cosmetol- 
ogy program for girls, and there were 
programs that covered arts and crafts, 
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ceramics, silk-screening, and other sub- 
jects. We developed a series of job- 
training programs for adults and young 
adults to prepare them for gainful em- 
ployment. All these programs have flour- 
ished and are now a standard part of the 
activities at the Centro Sister Isolina 
Ferré. Table I gives some idea of the 
effectiveness of the job training. 

It is important to note again that 
these are not pragmatic programs just to 
secure jobs for people. There is a close 
relationship between these programs and 
the strengthening of the community. 
Education is seen as a right, and the 
community realizes that its own full 
development depends on the fulfillment 
of its members. 


' THE FAMILY 


The family is the basis of the com- 
munity. In everything we have done, 
whether in the advocacy program for 
youth or the educational programs, the 


family always has been at center stage. - 


The community health program is an 
illustration of this family focus; the 
Diagnostic Center always treats the 
family together, and families are linked 
to the center through their neighbors 
who are family health workers. 

We developed a program of advocate 
families; these families take a leadership 
role in assisting their neighbors. We 
developed a program of foster grand- 
parents, elderly persons who were trained 
to serve as good neighbors for families 
that needed assistance, someone to be a 
grandparent to the children of those 
families, to be there when a neighbor 
called. In Puerto Rico, there is an impor- 
tant institution called compadrazgo; 
` compadres are co-parents with the na- 
tural parents. The foster grandparents 
began to fill the role of compadre. Even 


more important than compadrazgo is 
the key role that the grandfather (the 
abuelo) and the grandmother (the 
abuela) play in Puerto Rican families. 
Our network of foster grandparents 
therefore touched the strongest feelings 
of the people of the Playa and gave them 
an institution that was deeply rooted in 
their way of life. The deep connection of 
the foster-grandparent program to Puer- 
to Rican culture appeared when the 
program for the handicapped started. In 
many cases it was the foster grandparents 
who had come to know of the hidden 
handicapped children and encouraged 
their parents to participate in the pro- 
gram for the handicapped. 


MEANINGFUL EMPLOYMENT 


Building a community without jobs is 
like trying to build a brick wall without 
cement. A job is not only a source of 
income; it is the participation of a man 
or woman in creative activity, the expres- 
sion of oneself that puts the stamp ‘of 
one’s being on the world and enables a 
person to be of service to one’s neighbor, 
one’s community, one’s city and nation. 
Job training has always been defined in 
the Centro Sister Isolina Ferré as the 
preparation for self-fulfillment in a com- 
munity fully alive. 

This definition has serious complica- 
tions. The availability of jobs is inti- 
mately related to economics and political 
processes on the level of the entire 
island, the entire nation of the United 
States, the entire world. Many of the 
garment industries that flourished in 
Puerto Rico twenty years ago have 
disappeared, transferred to places like 
Taiwan or Korea. The heavy industry 
that came with petrochemicals and that 
provided such stable and prestigious 
employment was wiped out in the oil 
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. TABLE 1 : 
GRADUATES OF VOCATIONAL AND TECHNICAL COURSES, 
CENTRO SISTER ISOLINA FERRÉ, 1980-85 








l Percentage Percentage 
Years Graduates Employed Self-Employed 
Industrlal sewing 1980-85 155 33 26 
Electronics 1983-85 35 67 — 
Digita! computer 1984-85 16 52 — 
Companions of the elderly 1983-85 71 48 16 
Child care 1980-85 2 & 67 — 





SOURCE: Annual reports, Centro Sister Isolina Ferré, Ponce Playa, PR, 1980-85. 


crisis of the mid-1970s. High technology 
has begun to appear, but no one knows 
when some technological advance or 
political crisis may affect that. Thus 
there is the need for the community to 
prepare itself for political action. The 
name “Juventud y comunidad alerta” 
(youth and community alerted) implies 
an alertness on which economic survival 
may depend. 

The Centro Sister Isolina Ferré is 
extensively involved in job training. The 
Department of Technical and Voca- 
tional Education of the government of 
Puerto Rico has a contract to provide 
teachers for the center. The Job Develop- 
ment Administration program of the 
Puerto Rican government and the Puerto 
Rican Department of Labor—with funds 
from the U.S. Department of Labor— 
have provided continuing support with 
funds, resources, and technical assis- 
tance. Private industry and friends in 
universities and in public or private 
agencies have been helpful. But always it 
has been the enthusiasm of the commu- 
nity, its involvement in the training 
programs, that has given the programs 
their spirit and their strength. The com- 
mercial sewing program still flourishes, 
now across the hall from newcomers like 
programs in electronic technology and 
computer programming. A tool and dye 


shop exists through the gift of a benefac- 
tor. Child care and health worker pro- 
grams are very active. Others like ceram- 
ics, the production of calendars and 
Christmas cards, the growing of coffee 
trees, and landscape gardening are mod- 
est business enterprises slowly coming 
alive. If economic opportunities arise, 
the community will be prepared to take 
advantage of them. 


CONCLUDING COMMENT 


What is the significance of the Ponce 
Playa Project for the development of a 
public policy to prevent or correct vio- 
lence? The project shows that public 
policy must give the people in poor 
communities a sense of their own dignity 
and importance, assist them as they take 
advantage of their own resources to 
create a meaningful life for themselves 
and their children, and give them access 
to satisfying employment that enables 
them to support their families and com- 
munities with a sense of pride and 
dignity. In that environment there is no 
room for violence to take root; rather, 
peace and self-fulfillment will flourish. 

Now, instead of a feeling of helpless- 
ness, a formerly neglected Playa is na- 
tionally and internationally known as a 
community that has shown that ordinary 
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citizens, given some opportunity and 
guidance, can find in themselves a rich 
life and the potentiality for fulfillment. 
Now we regularly have the Fiestas of the 
Barrio, when the community celebrates 
itself and its achievements. The Family 
Fair is a special celebration, begun in 
1973. It takes place in December to 
prepare the community for the celebra- 
tion of Christmas and the Holy Family. 
The Feast of the Cross of May (La cruz 
de mayo), an ancient and treasured folk- 
religious practice, has been revived and 
given more attention in recent years. In 
the arts, ballet and drama reflect the 
spirit of the community. Æ Playero, the 
official publication of the Centro Sister 
Isolina Ferré, is a remarkable monthly 
magazine edited and published with the 
collaboration of the community. It goes 
to 600 Playero homes, and another 900 
copies spread the continuing story of the 


Playa far and wide throughout the United 
States and elsewhere. Helplessness has 
been replaced by hope; violence is con- 
trolled by a sense of community soli- 
darity. Paradise has not arrived yet. 
Much remains to be done. While vio- 
lence and crime may not vanish from the 
earth, we are confident that with a 
public policy that looks toward the 
strengths of the community rather than 
the power of armed law enforcement 
and prisons, that is willing to place some 
confidence in the ability of local com- 
munities to find remarkable resources 
within themselves, that is prepared to 
provide funding to enable the community 
to seek its own development—-a minimal 
cost in contrast to the cost of criminal 
justice systems—violence and crime will 
be confined to dimensions that will not 
prevent people from becoming more 
human in a community fully alive. 
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The House of Umoja asa 
Case — for Social ate lll 


kä DAVID PELOT 


ABSTRACT: The House of Umoja began in the 1960s as a response to 
violence among gangs of youths in Philadelphia. Umoja provides for black 
` gang youths altruistic, extended-family values, based on African culture. 
‘These values neutralize antisocial feelings and lead to feelings of self- 
esteem. Young men are influenced by peers and older people whom they 
respect to complete their educations and obtain legal labor market 
employment. The Umoja model has been judged successful in reducing 
individual and gang violence. Replications now are under way. Transfer of 
the model from one setting to another depends in no.small part’ on 
obtaining staff who can work with youths in hostile street: settings. The 
model should not and does not depend on one charismatic individual, 
none: : 


David Fattah is co-founder of the House of Umoja in Philadelphia. 
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ÒDELS have been used for de- 
cades to solve technical engineer- 
ing problems. Models are designed to 


simulate the real world as zlosely as 


possible. Real-world apprcximation 
becomes more difficult in the social 
sciences because so much hunzan behav- 
ior is difficult to quantify. However, for 
successful social programs, we can still 
identify basic components and_ask, “Can 
they be duplicated? Are they transfer- 
able? Will they work here?” Cynics may 
argue that ‘social program models, as 
successful ds they may be, are the result 
of the charisniatic personalities involved, 
that they are a fluke of nature or some- 
how mystically created. This is not the 
case. 


FAMILIES AND GANGS 


Traditionally, the values, philosophy, 
and behavior of a person are substan- 
tially influenced by his or hər family. 
The family. is affected by the overall 
culture. There are times when family 
and culture are not in harmony. Such 


conflicting conditions can be devastating. 


to the individual. An extreme example 
of cultural duress on the family can be 
found in slavery. For a mor? contem- 
porary example, one need only examine 
the welfare'system. 

A common response of the family to 
cultural pressure is rebellion. he family 
itself can sweep the individual into anti- 
social activities. This can be seen in 
some urban areas where families are 
collectively involved in the illicit drug 
industry. If a significant number of 
individuals are detached from -heir fami- 
lies; they ican form countercultures, 
which comprise values that cppose the 
conventional norms of society. Members 
of youth gangs usually share sich values 


and so identify with countercultural - 


values and behaviors. It is not surprising 
to hear many youths refer to their gang 
as a family. They have transferred nor- 
mal family loyalties to the gang. 

The gang is an organization of people 
whose more visible members are persons 
in their teens and early twenties. The 
group has a name and claims a territory 
or neighborhood as its own. Such groups 
communicate with graffiti as well as 
through various means of nonverbal 
expression. 

Participants in gang countercultures 
often have low esteem and are involved 
in crime, alcoholism, and drug abuse. 
Not uncommonly, the final outcome is 
incarceration, violence, and death. 

How can gang members break out of 
this cycle? In the late 1960s, after years 
of observation, the founder of the House 
of Umoja in Philadelphia, Sister Falaka 
Fattah, discovered a solution—the ex- 


- tended family based upon modern adap- 


tation of African culture. 

Combined with extended-family 
values, African culture not only provides 
stability but increases self-esteem among 


high-risk black youths at Umoja. This 


encourages them to better their condi- 
tion and is a source of hope that they can 
make the system work for them. Former 
gang members are given a new opportu- 
nity to gain status in society through 
advocacy, which in itself has been a 
basis: for effective rehabilitation. The 
extended family also allows positive 
interaction with the dominant culture of 
the society at large in a nonthreatening 
manner. It provides an alternative phi- 
losophy, which, unlike the countercul- 
ture, does not threaten the dominant ` 
culture. This alternative philosophy can 
eventually be absorbed into the general . 
society. The means of absorption are 


‘ education, resocialization, and legal 


labor market employment. 


THE = OF UMOJA a 


ins sum, the value system is the basis’ 


for the philosophical ethos of the gang. 
It is the value system that reinforces and 
perpetuates feelings of. alienation and 
hostility. "The ~altruistic values “of the 
extended family are necessary to’ neutral- 
ize these antisocial ae T 


C- REDUCTIONOF `% ” 
GANG- WARFARE” z 


In part, Sister Falaka developed i in- 


sights into the gang. problem through a. 


study conducted i in 1969 by the Temple 


_ University School of Business Adminis- 


tration.! The study f ound that central to 
gang formation was the need for 
belonging. l 

Combined ° with Sister Falaka’ s sense 
of the African extended family, the 
study provided some of the organizing 
principles for Umoja. Umoja opened i in 
the late 1960s with the placement of a 
gang of 15 into a homelike setting that 
emphasized community service. Simul- 


taneously, arrangements were made with 


the gang in the immediate neighborhood 
of Umojato: relax restrictions on territo- 
; rial intrusion—so the test group could 
travel to ‘and from the Umoja sanctuary 
without interference. In return, the gang 


a in. the neighborhood received compa- 


rable social services to those that. its, 
counterpart received in the Umoja set- 
ting. In certain ‘imperfect ways, the 
gangs served as test and control groups 
for éach other. After several ` years of 


trial and error, the Umoja model for . 


reducing; social unrest between gangs in 


general and individual youths i in particu l 


lar = to. emerge. 


l. David. Fattah, “Social Disorder. among 


Biack Youth” (Study, School of Business Adminis: - 
_ tration, Temple University, 1969). The author was 


a: third-year: student and former gang member 
wien De conducted estany: 


ET te, 


. The initial work with gangs paid off- 
in 1972.-The newly elected mayor of © 


Philadelphia had issued a highly inflam- 
matory statement that. read, “All ‘gang 


members have ten days to turn’ their 


güns -into- the nearest firehouse after 


which time we [the police] will kick your 


door i in and take them.” 


. In response, Umoja, which had be- l 


comè known for its. work, called for a 


summit meeting on gang waifare with. 
` the support of the.social institutions of 
the city. It was the first time in the city 
' that all the gangs were. to send represen~. 


tation to the same. place at the same 
time. In the end, 75 percent of the gangs 


responded. Over 500 members repre-. 


senting 75 gangs were in attendance, 


along with social workers, ministers, - 
police, teachers, and. other interested’ 
persons. Thé gathering was held at the 


historic Friends Meeting. House. The 


meeting produced a 60-day truce in 


which no one died from gang warfare. 
Over the years, such networking among 
all civic organizations has paid off in 
seduced gang violence in Philadelphia— 
and it has led to work by Umioja along 


the same lines in other cities with a high ` ~ 
incidence of gang violence, like Los 


Angeles and Chicago. 


a s m 
Today, Umoja (a Swahili word for 
“unity”) is described as the “first inner- 


city Boystown :in the U.S.” Up’ to 25 | 


young men—mostly black—are in resi- 


dence.at any one time along a city block 


of rehabilitated row houses in West 


Philadelphia.-A nonresident program 


has operated in the past, but presently 
Umojais residential. Residents are-male 


teenagers only: Most. are adjudicated 
offenders—for any offenses except sex 


crimes—though some are high-risk 
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youths from the comminity. 
The African extended family means 


| -, that the African mother and father are 
mother and father to all children. Apply-. 


ing this concept to the urban situation, 
Umoja considers all the teenagers living 


` in the Boystown to be sons of Sister - 


Falaka and me and therefore to be 
brothers. Within this context, Umoja 
creates a sanctuary, a'sheltered environ- 
‘ment that | 


—requires adherence to a strict sense 


of house ‘rules and order, under- 
scored through a signed contract 
between each resident and- Umoja; 


—assures individual counseling for 


each youth to help determine his 


immediate and life goals, define his 
educational needs, and resolve his 
internal conflicts and problems; 
—involves the youth in the operation 
of the house, including household 
can and food preparation; 

_—ensures that the youth attends 
school: p 

—assists the youth in securing em- 
plo 
program; 

_—fosters asense of Sopetherness and 
group unity by imparting the values 
inherent in African culture; and 

—addresses the youth’s well-being, 
including regular health checkups, 
clothing, food, and recreation. 


| 


A recent television documsntary by 
: the Public Broadcasting Service cap- 
. tured. much of the process wkereby the 


. house parents, old heads—Umoja grad- 


uates—peer pressure by other young 
men in residence, and African cultural 
identity al operate to build self-respect, 
_ a sense of control, and a willingness to 
channel one 's energy into a future based 
on education, employment, and family. 


r 
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ient or enrolling in a training | 
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For example, the documentary showed © 
Sister Falaka sitting at a table with. 
several young men. She was leading the. 

Adella (a Swahili word for “just” and | 


““fair”), a vehicle for cheracter building, 


mediation, and self-government. The 
Adella is a forum whee problems are 


-- raised and resolved. Sister Falaka 


showed her concern tha: one of the men, | 
James, had been fired from a construc- 
tion job for talking back to the foreman. 
She commented, “If ycu were hanging 
on a rope by your mouth, and you just 
had to get in that last word, oo be 


` gone. Isn't that right?”* 


There is classroom training in A 
as well as youth enterprise ventures and 
job placement. The youth enterprises 
within the Boystown inzlude the Umoja - 
restaurant, the Umoja moving company, 
the Umoja printing company, the Umoja- 
Security Institute, whic is accreditedto 
train for the private security industry, - 
and driving, for later work as ta, bus, 


- and truck drivers.. 


Most of the new youth enterprises are 
being planned or just getting started. 
They provide sheltered training opportu- 
nities but, for the most part, cannot yet 
provide full-time employment for all 
Umoja youths, who therefore often even- 
tually seék work, with the aid of coun- 
selors, outside of the Umoja community 
in the course of becoming self-sufficient. 
The unemployment rate for black youths 
in West Philadelphia is above 50 percent, 
so job placements require extensive work 
by the counselors. 

Umoja is geared to independent living 
after six months to one vear of residence, 
if family reunion is not a realizable goal. 

Success at Umoja is defined mainly in 
terms of the fréquency of recidivism for- 
adjudicated offenders who pass through 

2, MacNeil-Lehrer Repart, 8 Dec. 1981. 
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Umoja. The most cited study is by the 
Philadelphia Psychiatric Center, which 
reported a 3 percent rearrest rate for the 
first 600 Umojans who lived at the 
Boystown—compared to a rate of 70 to 
90 percent for young people released 
from conventional juvenile correction 
facilities.3 


CONCLUSION 


The Umoja model to combat youth 
violence can be applied in various places 
in the country and should be communi- 
cated through a training manual and 
institute. At present, an organization in 
Wilmington, Delaware—the Juvenile 
Awareness Education Program—is at- 
tempting to replicate the Umoja Boys- 
town in response to serious gang vio- 
lence. Evaluation of Umoja by the Eisen- 
hower Foundation will help to identify 
how the principles of the underlying 
model can be transferred to other 
settings. 

Although needs assessments, model 
building, program development, and 


3. Overview (Philadelphia: House of Umoja, 
1985). 
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evaluation are all necessary for effective 


and positive results, it takes human. 
beings to implement programs. Many 
theories have gathered dust for years 
until some precipitating circumstance 
energized an individual to take “arms 
against a sea of trouble.” It took John 
Kennedy to implement the ideas of John 
Maynard Keynes and Nikolai Lenin to 
implement those of Karl Marx. In the 
case of Umoja, it took a mother, Falaka 
Fattah, whose own journalistic, re- 
search, and communication skills led to 
the realization that her son could easily 
become another tragic statistic of gang 
warfare. As a result, the House of Umoja 
became a living, breathing entity. One 
lesson is that the human factor must 
always be given careful consideration in 
the implementing and replicating of - 
social models. In particular, special atten- 
tion must be given to the type of indi- 
viduals who are selected to work in a 
hostile street setting. At the same time, 
for a model to work in different settings, 
it must have underlying principles and 
techniques that do not rely on the cha- 
risma of a particular individual. This is 
the case with Umoja. 
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: The Citizens’ Role in Justice: 

: Building a Primary Justice and 

Prevention System at the 
Neighborhood Level 


By RAYMOND SHONHOLTZ 
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ABSTRACT: Conventional law enforcement is reactive—and does little 
to break the cycle of hostile personal relations between citizens who 
eventually assault or Eill one another. Based on over ten years of 
experience, a much more effective and preventive policy is community- 
based conflict resolution by trained citizen volunteers, working with other 
citizens. Interpersonal violence in the United States can be dramatically 
reduced if cities adopt such neighborhood justice, like that pioneered by the 
Community Board Program. So defined, the concept of prevention is 
a community responsiblity maintained by citizens exercisinz their civic 


rights, 


Raymond Shonholtz is president of the Community Board Program, Inc., in San 
Francisco., 
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OMICIDE and events resulting in 

substantial personal injury are 
commonplace in American life. Con- 
trary to popular belief, the vast majority 
of these deaths and injuries are caused 
not by strangers but rather by ex-lovers, 
former roommates, and business part- 
ners. Millions, if not billions, of law 
enforcement dollars are spent each year 
to investigate, arrest, prosecute, and try 
persons charged with causing either death 
or personal injury to others. These sub- 
stantial amounts are expended after the 
fact, that is, after the crime has been 
committed and the death or injury sus- 
tained. Few, if any, dollars are spent to 
prevent, or foster nonpolice intervention 
prior to, the eventual homicide or casu- 
alty. This absence would of itself not be 
too surprising if it were not for the fact 
that the vast majority of potential homi- 
cides are known to police, family mem- 
bers, neighbors, friends, and often fellow 
members of religious organizations well 
before the incident causing death or 
serious.injury actually occurs. 


LIMITS OF 
CRIMINAL JUSTICE 


In contrast to crimes or transactions 
between strangers that result in a killing 
or bodily injury, the significant percent- 
age of homicides and violence in Amer- 
ica represent ongoing transactions be- 
tween the victim and offender. The 
common situation is an escalating series 
of interpersonal aggravations between 
individuals who have an ongoing or 
prior business or domestic relationship. 
Generally, these aggravations become 
known in the general community. Typi- 
cal is the neighbor who calls the police 
complaining about the warring family 
next door. While the neighbor’s peace is 
being disturbed, the real purpose for 
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seeking police intervention is to prevent 
a further escalation of hostilities within ` 
the next-door family. Nearly every police 
department has a list of families and 
individuals that are known in the com- 
munity for their violent dispositions. 
Certainly, friends and relatives are often 
quite aware of the conditions in a friend’s 
or family member’s home. Yet out of 
fear, ignorance, sense of privacy, or 
sheer inability to provide any meaningful 
assistance, they limit their prevention or 
intervention role before the predictable 
and pending violence. ; 
Each of these situations, and the - 
great variations in between, restates the 
basic theme of the American criminal 
justice system: if the offense, hostility, or 
violent behavior is insufficient to fall 
within a justice agency’s responsibility, 
then no services are provided. The crim- 
inal justice system becomes most opera- 
tive when hostilities have generated vio- 
lence, injury, or death to someone. 
Nearly all agency interventions occur 
after the fact and are based on legal 
standards. | 
The legal basis of agency intervention 
sets up the great irony and reality in the- 
American interplay between prevention 
and violence interdiction. In American 


, democratic society, all forms of behavior 


are lawful and acceptable except those 
that violate the criminal law. The crimi- 
nal law articulates the lowest standard 
of social behavior that our society al- 
lows. All other forms of behavior are 
free from the formal control maintained 
by law enforcement. The critical point 
lies in the fact that the state, through its 
law enforcement system, can only inter- 
vene if there is a violation of the criminal 
law. All other forms of social behavior, 
however noxious, are constitutionally 
immune from the coercive and penal . 
sanction of the criminal justice system. 
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Thus a police officer may be well aware 
that a house member is at risk, yet be 
completely unable to do anything about 
it until the person has been subjected to 
violence, injury, or death. 


SOCIAL DISORDER: A CRIME 
FACTOR BEYOND THE 
CRIMINAL JUSTICE SYSTEM 


People’s major impressions ‘about 
neighborhood or community crime are 
derived from “high visible signs of what 
they regard as disorderly and disreput- 
able behavior in their community.”! 
Many studies have been conducted on 
the impact of social disorder on the 
quality of neighborhood life. “Research 
indicates [that disorder] sparks concern 
and fear of crime among neighborhood 
residents, and may actually increase the 
level of serious crime.”? 

Disorder has been defined as 


conditions and events widely interpreted as 
signaling a breakdown in the realization of 
community norms about public behavior. 
Their presence appears to provide observable 
evidence of heighborhood decline. .. . Dis- 
order is apparent in the widespread appear- 
ance of junk and trash in vacant lots, poorly 
maintained homes, boarded-up buildings, 
vandalism of public and private property, 
graffiti, and stripped and abandoned cars in 
the streets and alleys? ' 


' This form of disorder and a companion 
social set that includes public drinking, 


1. A. D. Biderman et al., Report on a Pilot 
Study in the District of Columbia on Victimization 
and Attitudes toward Law Enforcement (Washing- 
ton, DC: Government Printing Office, 1967), p. 9. 

2. William G. Skogan, “Disorder, Crime and 
Community Decline” (Paper presented at the 
Home Office Conference on Crime and Commu- 
nities, Cambridge University, Cambridge, En- 
gland, 1986). 

3. William G. Skogan, “Executive Summary: 
Disorder and Community Decline” (Paper, Na- 
tional Institute of Justice, 1986), p. 1. 


loitering, and drug use “appear to erode 
the mechanisms by which neighborhood 
residents exercise control over local 
events and conditions.™ While some 
sets of problems fall within the scope of 
law enforcement, others are not so clearly 
determined; both sorts often present 
intractable law enforcement problems. 
Disorder, whether physical or social, 
has a decidedly negative impact on 
community life, informal social control, 
and a community’s capacity to prevent 
more serious crime conditions from 
emerging. 

An important set of responses 
emerges from communities suffering 
high levels of disorder. First, the level of 
cooperation between neighbors often 
declines. Mistrust and suspicion are 
high, which serves to undermine cooper- 
ative social relationships and common 
mutual assistance. Second, the crime 
prevention efforts that do take place 
relate to self-serving individualized ac- 
tions such as marking one’s property 
with an identification number. 

In their Atlantic Monthly article, 
James Q. Wilson and G. Kelling argue 
that communities suffering from social 
and physical disorder also suffer more 
serious crime.’ Many studies support 
the conclusion that there is a strong 
relationship between crime and percep- 
tions of disorder. There seem to be very 
few highly disordered neighborhoods 
that are also low-crime communities. 
Wilson and Kelling make the link be- 
tween disorder and crime by arguing 
that disorder promotes domestic crime 
and encourages the importation of crimi- 
nal activity from other places, By under- 


4. Ibid. 

5. James Q. Wilson and G. Kelling, “Broken 
Windows,” Atlantic Monthly, pp. 29-38 (Mar. 
1982). 
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mining a community’s ability to sustain 
and maintain standards of social control, 
social and physical disorder can foster 
an ever-increasing form of criminality 
within the community.$ 
Moreover, there is a direct relation- 
ship between disorder and fear of crime. 
“We have found that attitudes of citizens 
regarding crime are less affected by their 
past victimization experiences than by 
their ideas about what is going on in 
their community—fears about a weak- 
ening of social controls on which they 
feel their safety and the broader fabric of 
social life is ultimately dependent.”? “If 
‘social control’ is the development and 
enforcement of norms about public con- 
duct, then visible evidence of anti-social 
behavior, that local owners and land- 
lords are not maintaining their property, 
and that the area is becoming a dumping 
ground, should seem sure signs that the 
area is out of control.”® Even victimiza- 
tion studies seem to conclude that dis- 
order generates a heightened sense 
among the local citizenry of being a 
victim of crime that is disproportionate 
to the actual rate of victimization. Thus 
the fear of crime and disorder are-highly 
related. “Important neighborhood fac- 
tors such as fear of crime or solidarity 
among neighbors seemed to rise or fall 
steadily with levels of disorder.”? - 
Thus, as with homicide and personal 
injury, research and study reasonably 
conclude that the ingredients of crime, 
fear of crime, and victimization can be 
found in activities that are either pre- 
criminal in nature or problematic for 
. law enforcement’s control and suppres- 


6. Skogan, “Disorder, Crime and Community 
Decline,” p. 9. 
7. Biderman et al., Report on a Pilot Study, 
p. 160. 

8. Skogan, “Disorder, Crime and Community 
Decline,” p. 9. 

9. Ibid., p. 12. 
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sion of crime. Accordingly, a reliance on | 
law enforcement either to break the ` 
cycle of hostile interpersonal interac- 
tions prior to the occurrence of the- 
violence or homicide or to reduce the 
factors of disorder is highly question- 
able. ‘A reliance on formal law enforce- 
ment to have an impact in the area of 
either homicide or social disorder would 
most likely prove futile, frustrating, and 
ineffective in reducing the number of 
people who die at the hands of people 
who know them or in reducing the 
disorder factors that lead eventually to 
greater forms of antisocial conduct or 
criminality. 


THE CITIZEN INTERVENOR: 
BUILDING A 
NEW PUBLIC POLICY : 


Our singular reliance on a formal 
criminal justice system, ironically, places 
prevention outside the legal system; for- 
mal justice can only intervene after an. 
incident has violated a criminal statute. 
Accordingly, prevention and early inter- 
vention efforts are legally, if not constitu- 
tionally, circumscribed. This barrier, 
which limits governmental agencies from 
interacting with citizens in the course of 
their daily activities, is one of the great - 

-principles of democratic society and one 


_of America’s contributions to democratic 


thought and practice. It is not the intent 
of this article to encourage a lowering or © 
changing of this standard, but rather to 
encourage a recognition that its existence 
results in a serious social anomaly in a 
society that increasingly seeks depen- 
dency on formal justice for its safety and 
. protection. 
If prevention and early intervention 
are not responsibilities of government 
and formal justice agencies, then whose 
responsibilities are they? Prior to a 
violation of law, all disputes are private 
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and without a formal entry into the legal 
system. There is only one group in 
democratic society that can intervene in 
such conflicts: citizens. Citizens acting 
and serving in their civic capacity can 
affect social and private situations pro- 
vided their intervention is voluntary and 
without coercion. Citizens working 
through the informal norms of social 
control are the only persons who can 
conduct and sustain an ongoing preven- 
tion and early intervention policy. They 
are the only ones with the proper status 
to engage their fellow citizens in the 
informal discussion and settlement of 
differences, 

This approach to prevention has deep 
roots in American history. While mod- 
ern thinking views justice as a primary 
function of agencies, historically Ameri- 
_cans turned to community and religious 
institutions for the early setilement of 
conflict and the promotion of commu- 
nity social values. In fact, suing or 
swearing a police oath was considered in 
many communities to be a violation of 
individual moral responsibility and a 
sign that the community was lax in 
enforcing social norms. The Judeo- 
Christian base of American democratic 
thought stressed the responsibilities of 
individuals and the obligation of society 


` in maintaining cooperative associations ` 


and support systems.!° 
’ Historically, primary or civic justice 
has been understood to be acommunity 
undertaking, outside and separate from 
_ the more narrow and formal responsibil- 
ities of the state’s exercise of formal 
control. To the degree that our Constitu- 
tion and early American political think- 
ing reflect the then-prevailing religious 
mores, it is understandable that the 
early Americans limited the scope of 


10. Jerome Auerbach, Justice without Law? 
Resolving Disputes without Lawyers (New York: 
Oxford University Press, 1983). 
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justice to those acts that violated a 
statute or code, because the larger arena 
of everyday activity was within the social 
structure of individuals and voluntary 
associations to control and maintain 
informally. 


The past few decades have seen a’ 


dramatic erosion of these concepts and 
values and, concomitantly, a significant 
growth in the adversarial system. The 
expectations and social norms that had 
motivated citizens to undertake civic 
responsibilities began to atrophy in the 
wake of continued professionalization 
of nearly all social services. The result of 
this transition has been to take—or 
perhaps, in the concepts of Nils Christie, 
to steal—from citizens a broad range of 
social responsibilities and initiatives, 
leaving many communities, citizens’ 
groups, and individuals feeling more 
alienated, isolated, and dependent. 
Moreover, the professionalization of 
police work left officers isolated from 
the communities they were sworn to 
protect and saddled them with an array 
of conflicts and conditions of disorder 
more appropriate for an active, vibrant, 
civic-oriented community to confront 
and manage. 

Communities that fostered a sense of 
civic norms and common values are no 
longer cohesive and stable. Though they 
still need citizen initiative, what is now 
called for is a modern analogue to the 
historical experience. The cultural ana- 
logue is to develop and implement public 
policies that will actively encourage citi- 
zens to take responsibility for early 
intervention in conflict and to manage 
the social and physical conditions of 
disorder. . 

. Fortunately, the cultural analogue 
for the concept and practice of the 
citizen as intervenor in conflict has been 
the subject of an ongoing and successful 
social experiment begun in San Fran- 
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cisco in 1976. Recognizing that only 
citizens could intervene in conflicts early 
and knowing that the vast majority of 
conflicts were between people who knew 
one another, the Community Board 
Program began to develop an early- 
intervention, conflict-prevention pro- 
gram in the neighborhoods of the city. 
The themes were the citizens’ engage- 
ment in the reduction of tension and 
conflict in their community and em- 
powerment through training to assist 
neighbors in disputes. 

Consistent with the-development of 
the cultural analogue is the articulation 
of a public policy that formally promotes 
citizens in their civic role as early inter- 
venors and conciliators of conflicts be- 
tween people with prior or ongoing 
relationships. With such a public policy, 
it is possible to place citizens in a 
preventive role and to develop a commu- 
nity system for early intervention in 
conflict: The new community justice 
system recruits from the neighborhoods 
the natural dispute resolvers, provides 
them with the same training, and adver- 
tises widely about when and how to use 
the new justice system effectively. The 
community justice model actively en- 
gages hostile disputants early in the 
historical development of their conflict. 
Using a simple, though highly effective, 
disputant-empowerment approach, the 
community conciliators, as modeled and 
developed by community boards, would 
apply conflict management-methods to 
de-escalate the dispute and reduce the 
opportunity for violence and police 

‘intervention. 


COMMUNITY AS 
SOCIAL CONTROL 
While citizens can be trained and 


organized to facilitate conflict resolution 
between people who know one another, 
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‘it is imperative that such facilitation be 


developed as acommunity institution. If 
the civic work stands out as a project of 
a separate group of people, it will lack 
the cohesive and impactive relevancy to 
effect a new dimension in the justice 
policies of a city. Civic participation is 
critical for several reasons. 

First, as more extensively developed 
in the final section of this article, com- 
munity problems and conflicts present 
an opportunity to engage in civic work. 
Civic work is the means through which 
citizens come to know and understand 
one another and develop social net- 
works. A public policy that promotes 
civic work elevates its relevancy and 
makes a policy statement to all citizens 
within the municipality. 

Second, 
where community institutions are strong and 
cross-cutting, gossip, social exclusion, nego- 
tiation, and even mediation or arbitration by 
trusted figures can resolve disputes or contain 
their consequences. However, where commu- 
nity solidarity is so low that there are no © 
viable mechanisms for resolving disputes 
informally, or where they do not embrace all 
major local groups, long-standing conflicts 
may undercut the social and economic forces 
underlying the neighborhood stability. ... 
Problem-solving mechanisms which rely 
upon self-initiated citizen action require com- 
munity institutions which foster interaction 
and cooperation.!! 


This is one of the strengths of com- 
munity-based, conflict-resolution mech- 
anisms. In order to function, they must 
build a community support base and 
develop into a community institution. 
Third, it is critical that the community 
institutions, especially those engaged in 


11. Skogan, “Disorder, Crime and Commu- 
nity Decline,” p. 13; cf. Sally E. Merry, Urban 
Danger: Life In a Neighborhood of Strangers 
(Philadelphia: Temple University Press, 1981), 
p. 27. 
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justice, have an active and ongoing 
dialogue with law enforcement. This is 
the only way for those who advocate a 
stronger presence for police in acting 
against and addressing disorder to ever 
learn what “the neighborhood [has] 
decided [is] the appropriate level of 
public order.”!? 

With the development of a commu- 
nity system for the management of a 
broad range of social disorders, an op- 
portunity opens for both the neighbor- 
hoods and the police. Because many of 
these disorders fall outside the tradi- 
tional police mandate, it is essential that 
a citizen-based institution be available 
to respond to the local conditions. To 
achieve a significant impact on social 
and physical disorder, there must be a 
three-stage development: 


1. The municipality must establish a 
public policy that views community con- 
flict management as the primary step in 
the justice system. From this perspective, 
the municipality would be supporting 
the community approach as the means 
of first resort for the resolution of 


individual conflicts and community dis- 


order concerns. 

2. As a complete expression of this 
justice policy, the community would 
need organizing, training, and service 
resources to design, implement, and 
maintain the community justice system 
effectively. 

3. To sustain a working relationship, 
the police department would be advan- 
taged by developing complementary pro- 
grams that positively interact with the 
community justice process. These might 
include foot patrols; storefront offices, 
such as the ones that the Japanese police 
use; and team policing methods. 


12. Wilson and Kelling, “Broken Windows,” 
p. 31. 


Social control by the community 
requires from the municipality: 


—a commitment to develop the public 
policy and resources; 

—a commitment by the police to be 
trained in the new model, to sup- 
port it in appropriate ways, and to 
refer cases to it; and 

—an integration of social and police 
programming that enhances coop- 
eration and communication be- 
tween the police, the community, 
and the new justice system in the 
neighborhoods. 


There are many who argue that the 
community is too fractured to develop a 
cultural analogue comparable to the 
informal mechanisms of social control 
once prevalent in the World War I 
community. Experience in community- 
based conflict-resolution work teaches 
that this argument is incorrect. More- 
over, this form of thinking leaves com- 
munities dependent on legally con- 
strained law enforcement providers, who 
cannot manage either disorder or prelaw 
violation conflicts. Only individuals 
operating through community institu- 
tions can engage in these activities. If 
disorder is the basis or a major factor for 
the expansion of crime in a community 
and if prior and ongoing relationships 
serve as the largest statistical pool for . 
homicides and felonious assaults, then it 
is a social imperative to begin to restore 
citizens’ rights and responsibilities in 
order to perform their historic civic 
functions in addressing social disorder 
and persons in conflict. 


A PUBLIC POLICY FOR 
_ CITIZEN-BASED 
COMMUNITY JUSTICE 


There really is no choice. It is essential 
for policymakers and urban mayors to 
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see that they need to support the develop- | 


ment of community justice systems. It is 
the only way we presently know to 


—reduce the level of violence between 
people who know one another; 

—reduce the opportunity for disorder 
to promote crime and the fear of 

crime in a community; 

—restore to citizens a range of civic 
work that only they can perform 
anyway, | 

—promote intra- and intercommu- 
nity cooperation; and 

—build community institutions that 
directly respond to the issues of 
disorder, crime, and violence. 


. If we are serious about reducing the 
incidence of violence in our urban com- 
munities, it is essential that we address 
those situations that, statistically, will 
generate homicide and felonious as- 
saults. These are the cases that on the 
surface may appear minor or insignifi- 
cant yet contain the explosive power of 
‘homicide. Nearly all violence and death 
inflicted by people on others with whom 
they have prior or ongoing relationships 
have at their point of origin what appear 
to be minor or petty concerns. In many 
respects this states the whole point. By 
viewing the obvious as inconsequential, 
law enforcement cannot address those 
very underlining concerns that jettison 
the situation from an apparent minor 
matter into greater criminality or homi- 
cide cases several months or years later. 
Communities have the power and the 
responsibility to address these condi- 
tions of disorder and potentially violent 
situations early, before they escalate 
further into criminal violence. 

How do communities go about this 
prevention work and reduce the poten- 
tial for disorder, violence, and criminal- 
ity in their environment? What is the 


49 


role of government in this process and 
how can it serve to enhance and promote 
the civic work of citizens? And what are 
the social and communitarian values 
that encourage citizens to undertake this 
civic work and complete the cultural 
analogue modeled so long ago? 


A working primary 
_ Justice system _ ' 


After ten years of experimentation 
and practice, community conciliation 
models and programs abound in the - 
United States. Many, patterned after 
the pioneering Community Boards of 
San Francisco, the nation’s oldest and 
largest community-based conflict resolu- 
tion service, have attracted a wide diver- 
sity of civic participation by offering to 
community residents free training in 
conflict resolution skills; holding com- 
munity educational meetings; training 
community residents in how to build a 
church-community support base; and 
working closely with local police, school, 
church, ‘and business associations in 
support of the community justice system 
and encouraging referral of cases to it. 

The new justice systems receive cases 
from almost every likely source, though 
most identify word-of-mouth and 
school, church, and community organi- 
zations as primary sources of referral. It 
is striking that the types of problems 
identified in the literature on community 
disorder are common in community 
conflict-resolution hearings. These may 
include the presence of junk and trash in 
vacant lots, poorly maintained homes, 
vandalism, graffiti, vacated vehicles, dog 
litter, gang activity, noisy neighbors, 
litter, poor garbage handling, neighbors’ 
quarrels, business disputes, conflicts 
within church or community organiza- 
tions, and use of mini-parks. and social 
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clubs. Moreover, these primary justice 
systems are being actively used for the 
peaceful expression and resolution of 
large group conflicts that include prob- 
lems between police and youth; problems 


between gays and Hispanics; and dis-. 


putes over park turfs, and so forth. ` 
From several different studies,” it is 
now Clear that a significant percentage 
of police cases are precisely the type of 
dispute or conflict between people with 
prior or ongoing relationships that is 
uniquely suited for community justice 
programs. From a study of the San 
Francisco Police Department, conserva- 
tive estimates are that 12-15 percent of 
the department’s cases are very similar 
to the disputes going to Community 
Board hearings. It is important to note 
that this category, for which the police 
often neither make arrests nor write 
reports, absorbs a disproportionate 
amount of police time compared: to 
cases in which reports or arrests are 
made. In short, the percentage belies the 
substantial amount of time these com- 
munity disorder and nonarrest problems 
require of responding police officers. 


The municipality’s 
educational and 
support functions 


While the capacity to plan, develop, 
and execute community dispute pro- 
grams lies within almost any urban 
community, the ability to make case 


referrals lies most appropriately within - 


a municipality’s educational functions. 
Only the city, through its many and 
diverse educational units, has the sus- 
tainability and ongoing capacity to edu- 


13. Frederick DuBow and D. Emmons, “The 
Community Hypothesis,” in Reactions to Crime, 
ed. D. A. Lewis (Newbury Park, CA: Sage, 1981), 
pp. 167-82, 


cate citizens, organizations, and dispu- 
tants about when and how. to access 
local dispute-settlement services in their 
urban neighborhoods. Cities. need to 


_ appreciate the interrelationship and mu- 


tual partnership that exists between the 


’ work of volunteer dispute resolvers in 


encouraging disputants to address con- 
flicts early and the role of the city in 
promoting early intervention and resolu- 
tion of disputes. Without the city as a 
viable promoter of the community justice 
system, the educational function for 
conflict’ prevention and de-escalation 
becomes de facto the work obligation of 
the service-providing entity. This is too 
time consuming and expensive to be 
borne solely by the dispute-settlement 
program. The city’s failure to work in 
tandem with the civic endeavor of the 
community justice system translates con- 
cretely to a limited case load and work 
opportunity for the locally trained 
and available neighborhood conflict 
managers. , 

If a city truly desires to put into place 
a program that over time will address 
the underlying causes of disorder in the 
neighborhood and reduce the presence 
of violence in the family, neighborhood, 
and school, it becomes critical that it 
implement and support a process that 
reaches disputes before they explode 
and become intractable. Early interven- 
tion is the key to thwarting the potential 
for violence inherent in conflicts between 
persons who know one another. Com- 
munication and education through city 
instruments are critical to success. Ide- 
ally, citizens should be as familiar with 
the name and function of the primary 
justice system in the neighborhoods as 
they are with the telephone number 911. 
This form of visibility can only be 
achieved with strong support from the 
municipality. 
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Finally, the city must provide some 
resources for the new justice system. A 
fully. operational community conflict- 
Management system that could effec- 
tively manage many of the disorder 
issues and ongoing relational conflicts 
that escalate into violence could be fully 
_ administered in most urban areas on less 
than 1 percent of the city’s total justice 
budget. Municipal savings should be 
most dramatic in how police use their 
freed-up time, once the police begin to 
refer the most time-consuming problems 
to the neighborhood justice system. 

There is little that remains theoretical 
about the development of a community 
or primary justice system.. The Commu- 
nity Board Center for Policy and Train- 
ing has for nearly six years been training 
volunteers throughout the United States, 
Canada, and Europe—lIreland, England, 
and France—in how to plan, develop, 
implement, and organize for a new 
community justice system that -trains 
local residents to conciliate conflicts 
peacefully within the community. 

Violence in American cities can be 
dramatically decreased if municipalities 
incorporate primary, community-based 
justice systems as a part of their justice 
policies and provide disputants with a 
prevention and early-resolution system 
for their conflict: 


THE FOUNDATIONS OF 
- PRIMARY JUSTICE: | 
CITIZEN AND COMMUNITY 


Ownership of civic justice work lies 
with citizens in the community. While a 
municipality must provide the general 
educational, legitimation, and funding 
support, only the direct involvement of 
. citizens, serving as trained volunteers or 
as disputants voluntarily using the con- 
flict-resolution process, will achieve the 
requisite level of support necessary for a 
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noncoercive, voluntary process of con- 
flict resolution. Ownership and partici- 
pation must cross ethnic, racial, gender, 
and age lines for the primary justice 
process to be a comprehensive system 
relating to all communities within an 
urban environment, 

Community conflict resolution pro- 
vides people a unique opportunity to 
perform civic work, reduce community 
and individual alienation, and prevent 
violent and potentially violent situations 
from escalating into the instances of 
homicide and injury associated with 
conflicts between persons who know 
one another. It is this very work that 
serves to build new alliances and rela- 
tionships at the community level. By 
reintroducing civic functions and 
responsibility into the equation of vio- 
lence prevention in urban America, a 
new dimension is added that immedi- 
ately and effectively relates to a specific 
group of conflicted persons known sta- 
tistically to be in a high-risk injury 
category. By developing a volunteer 
group of trained residents to assist other 
residents in the resolution of immediate 
conflicts, this identifiable, at-risk group 
can be reached and their tensions and 
hostilities individually addressed. The 
placement of public policy emphasis on 
this identifiable group and the imple- 
mentation of policies that encourage the 
development of citizen-managed ` dis- 
pute-settlement processes will in time 
affect the level and type of violence 
within the identifiable, at-risk group of 
known disputants. To achieve this result, 
the public policy commitment must begin 
with a new concept of prevention and a 
clear understanding of the indispensible 
role of citizens as the pranary prevention 
workers. 

Conceptually, prevention is the work 
territory of the community. It is an area 
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that is not full of regulations and certifi- 
cation requirements. It is not a terrain of 
professionals or professionalization. The 
more citizens actively exercise their civic 
functions within the realm of prevention, 
the greater is the social cohesion within 
their community. In disorder and com- 
_munity-decline studies, the issue of civic 
participation and bonding is identified 
as an important factor in what deter- 
mines whether a community can main- 
tain forms of informal social control or 
not. a 
Civic work and commonality of work 
interests serve as social bonds that cross 
ethnic and racial boundaries. In many 
respects, where community ends, law 
and regulatory schemes begin. The more 
the community can of itself exercise its 
civic functions, the more the need for 
formal law is lessened. In a democratic 
society, greater social cohesion and com- 
munity harmony are manifest when ac- 
tions that qualitatively improve the com- 
munity are voluntarily undertaken by 
citizens. Thus conflict prevention and 
de-escalation are excellent work areas 
for civic initiative and preventive mea- 
sures undertaken by groups of trained 
volunteers. Inextricably entwined with 
the performance of the civic preventive 
work is the direct enhancement of the 
role, function, and skills of citizens. By 
expanding the boundaries of civic work 
and by concretely identifying dispute 
settlement as an important citizen func- 
tion, the area of prevention is extended 
and thereby the scope of community is 
extended as well. Formal law is pushed 
further away as citizens begin to perform 
their unique dispute-settlement role, and 
in the performance of this work the 
authority and -responsibility associated 
with these civic functions become readily 
visible and valued. Building a primary 
justice system at the community level 


affects not only the conflicts that people 
have, but the community life of the 
neighborhood and the capacity of citi- 
zens to work together in common 
purpose. 

It is not unreasonable to argue within 
the context of the social analogue pre- 
sented here that all prevention work is 
within the ambit of civic rights asso- 
ciated with citizenship within a demo- 
cratic society. Moreover, this is precisely 
what is constitutionally afforded citizens 
by the reservation clause of the Ninth 
Amendment to the U.S. Constitution. 
The framers saw all around them initia- 
tives and actions undertaken by citizens 
in their civic capacity. Tocqueville com- 
ments extensively on this phenomenon 
of the new American democracy and 
expresses the vitality and essentiality of 
this civic exercise as a keystone to the 
success of the democratic experience. 
From this perspective, one can readily 
appreciate that all opportunities that 
afford citizens an ability to exercise their 
civic roles serve to enhance the founda- 
tions of the democratic system. Ironi- 
cally, the performance of these roles is 
inextricably linked to violence and dis- 
order prevention. Citizens have the 
unique capacity to intervene in conflicts 
before the state is constitutionally al- 
lowed to do so. Thus the establishment 
now of community primary justice sys- 
tems serves as a bridge and social ana- 
logue to an earlier time when civic 
involvement and conflict intervention 
were connected. 

Community prevention systems are 
the primary, or initial, justice system. 
Community prevention systems seek to 
interact with problems as they emerge 
and to resolve them quickly, before they 
enter the formal justice system. From 
this view, the formal, adversarial system 
is the alternative. Any other policy ap- 
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proach leaves conflicts and disorder to victims as testimonials to the nonexis- 
escalate into the after-the-fact justice tence of prevention and community jus- 


system and leaves the injured or killed tice systems. 
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Neighborhood Education, Mobilization, 
and Organization for 
Juvenile Crime Prevention 


By JEFFREY FAGAN 


ABSTRACT: From 1981 to 1986, a federally sponsored research and 
development program to prevent violent juvenile crime was implemented 
through neighborhood-based organizations in the Bronx, Chicago, Dallas, 
Los Angeles, New Orleans, and San Diego. Its goal was to reduce such 
crime in specific locations through resident mobilization to strengthen 
neighborhood cohesion and make local institutions more responsive. A 
conceptual framework was based on social control and learning theories. 
Each local version of the program involved an ongoing needs assessment 

through which neighborhocd resident councils planned and revised their 
efforts. Each local program was required to include violent-crisis interven- 
tion, mediation, family support networking, and youth skills development. 
After 36 months of planning and implementation, serious juvenile crime 
decreased in three of the six target neighborhoods, compared to their 
respective cities. Most of the programs developed means of financial 
support to carry on all or part of the effort after federal funding ended. 
Community-led programs that emphasize advocacy and institutional 

‘mediation appear to be more effective than traditional social services in 
mobilizing residents to prevent juvenile crime and violence. 


Jeffrey Fagan is a senior research fellow at the New York City Criminal Justice Agency. 
He directed the Violent Juvenile Offender Research and Development Program from 1981 to 
1987. His recent publications concern inner-city youth crime, racial disparities in juvenile 
justice, family origins of adolescent aggression, and the transfer of juvenile offenders to the 
criminal court. His research interests include the relationship between drugs and crime, 

family violence, and the jurisprudence of juvenile crime. He received his Ph.D. from the 
School of eres at the State University of New York, Buffalo, in 1 975. 


NOTE: This research was conducted under Grant 85-MU-CX-0001 from the National Institute for 
Juvenile Justice and Delinquency Prevention. The opinions are those of the author and do not reflect the 
policies or views of the Department of Justice. James Deslonde made invaluable contributions to the 
Violent Juvenile Offender Research and Development Program as well as to the research. The local 
project staff and the neighborhood residents in the study areas provided expert assistance in collecting 
the data and bringing the results to life and action. 
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SIDE from physical boundaries, 
the concept of neighborhood re- 
sides in actions by people that create a 
living space that engenders a sense of 


affinity, pride, comfort, and safety ` 


among its residents. In many neighbor- 
hoods across the United States, these 
components seem to have disappeared 
or they no longer work; giving way to 
fear, suspicion, family isolation, and a 
sense of uneasiness about the neighbor- 
hood. High crime rates, physical deterio- 
ration, family crises, and poverty have 
invaded many neighborhoods—and they 
seemingly defy change.! In a very broad 
sense, the federal Violent Juvenile Of- 
fender Research and Development Pro- 
gram, described in this article, had these 
realities as its primary focus. 

The early guardians of neighborhoods 
were the churches, self-supported benev- 
olent groups, local social networks, and, 


most important, the family. As these - 


institutions have'weakened, so, too, have 
their natural control and-ability to teach 
neighborhood youth. In such circum- 
stances, juvenile crime often has risen. 
Residents in high-crime neighborhoods 
have increasingly turned to social institu- 
tions or formal agencies to take up the 
responsibility. of maintaining a safe, 
comfortable community, socializing 
young people, providing opportunities 
for growth and respect, and sanctioning 
misbehavior. Such alternative institu- 
tions have included the child welfare 
system, ‘police departments, schools, 
individual or group advocates, local and 
national governmental agencies, and 
neighborhood-based organizations. 
These institutions were the second focus 
of the neighborhood programs described 
in this article. . 

i. Dennis P. Rosenbaum, “The Problem of 
Crime Control,” in Community Crime Prevention: 


Does It Work? ed. D. P. Rosenbaum (Newbury 
Park, CA: Sage, 1986). 
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_A third focus was organizing and 
mobilizing neighborhood residents to 
solve problems associated with juvenile 
crime. A number of community organi- 
zation principles were used to reduce 
juvenile crime. The strategy included an 
educational component, provided a 
structure through which planning could 
occur, assisted -with goal setting, and 
facilitated the necessary processes for 
social action. 

More specifically, the local programs 
were organized to answer these 
questions: 


1. Can resident mobilization against | 
crime-producing conditions lead to a 


-reduction of violent juvenile crime within 


a targeted neighborhood? 
2. Can neighborhood residents bring 


- about a change in institutional responses 


to youth in a targeted neighborhood? 
3. Can neighborhood residents bring 
about change in how youth relate to one 
another and to the neighborhood? How 
are these changes related to rates and 


types of juvenile crime? 


Although the reduction of juvenile 
crime was the major intended outcome, 
the disentanglement of youth problems 
from the broader neighborhood was ` 
virtually impossible. Community resi- 
dents and institutions, as well as the 
family, are essentially responsible for 
the social development of youth. Thus -: 
the effort was as much an experiment in’ 
community development as in juvenile 
crime prevention. 


CONCEPTUAL FRAMEWORK 


The conceptual framework for the 
local programs has evolved from re- 
search sponsored by the federal Office 
of Juvenile Justice and Delinquency 
Prevention since 1974. That research led 
to an explanation of delinquency based 
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on notions of social contro! and social 
leárning.? These ideas are consistent 
with many of the principles underlying 
Argus, Centro Sister Isolina Ferré, Com- 
munity Boards, and Umoja. 

During the development of a youth 
from childhood to adulthood, the major 
sources of social control are the family, 
school, peers, and community. Accord- 
ing to several observers, the weakening, 
absence, or breakdown of control by 
these socializing agents leads to juvenile 
delinquency.? Delinquent behavior oc- 
curs when there are inadequate bonds, 
or attachments, to parents and school, 
weak commitment to educetional and 
occupational success, and inadequate 
belief in the legitimacy and moral valid- 
ity of the law. 

Social learning concepts address the 
contributions of peers and neighbor- 
hood social norms to the development 
of juvenile delinquency. In disorganized 
communities where social controls are 
weak or conflicting, opportunities for 
exposure to criminal behavior and values 
exist, and youths are at a greater risk of 
delinquency than in other places through 
involvement with delinquent peers.‘ 
Whereas social control focuses on indi- 
vidual characteristics related to delin- 
quent behavior and the impact of major 
socializing institutions, social learning 
accounts for the role of the community 
in teaching criminal attitudes and behav- 
iors. For the programs that we evalu- 


2. J. David Hawkins and Joseph G. Weis, 
“The Social Development Model: An Integrated 
Approach to Delinquency Prevention,” Journal 
of Primary Prevention, 6(2):73-97 (1985). 

3. Travis Hirschi, Causes of Delinquency (Betke- 
ley: University of California Press, 1969). 

4. Rand Conger, “Juvenile Delinquency: Be- 
havior Restraint or Behavior Facilitation?” in 
Understanding Crime: Current Theory and Re- 
search, ed. T. Hirschi and M. Gottfredson (New- 
bury Park, CA: Sage, 1980). 


ated, social control and learning con- 
cepts were integrated into a social de- 
velopment model’ (Figure 1). 

We predicted that the development of 
attachments or bonds to parents will 
lead to attachments to school, a commit- 
ment to education, and a belief in con- 
ventional behavior and the law. If youths 
are given adequate opportunities for 
involvement in legitimate activities, if 
they are able-to acquire the necessary 
skills with a consistent reward structure, 
and if they are sanctioned fairly and 
quickly for misbehaviors, they will de- 
velop commitments to the broader soci- 
ety. We predicted that social bonding is 
less likely to occur in disorganized neigh- 
borhoods devoid of support networks 
and formal and informal controls and 
with fewer social and economic re- 
sources. It is also likely that youths who 
do not receive adequate support and 
direction from their families, do not 
experience success in school, are labeled 
as failures, and do not receive logical 
and effective sanctions for their behavior, 
will be most vulnerable to becoming 
involved in illegitimate activities and 
violence. Efforts to reverse these pro- 
cesses and to strengthen the social bonds 
of youths in neighborhoods with high 
rates of delinquency should result in a 
reduction of delinquent behavior, ac- 
cording to the social development model 
of Figure 1.6 

This framework specifically envi- 
sioned neighborhood residents as a pri- 
mary source of socialization through 
their direct contact with youths and 
indirect contact via social institutions. 
Accordingly, the framework also as- 
sumed that 

5. Hawkins and Weis, “Social Development 
Model.” 

6. Jeffrey Fagan, Elizabeth S. Piper, and 
Melinda Moore, “Violent Delinquents and Urban 
Youth,” Criminology, 24(3):439-72 (1986). 
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—neighborhood ‘disorganization or 
inadequate coordination of avail- 
able resources reduces the neigh- 
borhood’s ability to control and 
supervise its youth effectively; 

—the primary responsibility for pre- 
venting youths from engaging in 

' delinquency should rest equally 
with parents, other neighborhood 
residents, and local socializing and 
control institutions; and 

—residents can mediate with social- 
izing and control institutions— 
family, peers, schools, employment 
or economic structure, and justice 
system—to increase the ability of 
those institutions to exercise better 
control and supervision over 
youths. 


PROGRAM COMPONENTS 


The conceptual framework was imple- 
mented and evaluated through a neigh- 
borhood-based program in the early 
1980s in the Northwest Bronx, the West 
Side of Chicago, West Dallas, south 
central Los Angeles, the Tremé neigh- 
borhood of New Orleans, and University 
Heights in San Diego. Each of these 
local efforts had the following manda- 
tory components, which were planned 
-~ and implemented over 36 months: 


1. A neighborhood-based organiza- 
tion had contractual responsibility. for 
implementing the program. 

2. Adults, parents, and youths resid- 


ing in the targeted neighborhood were’ - 


mobilized and organized for increased 
supervision over the youths’ behavior 
and liaison with the youths’ socializing 
institutions. 

- 3. Each neighborhood organization 
had to carry out a violent crim2 interven- 
tion program, institutional mediation 
with schools and law enforcement agen- 


cies, a family support network, and a 
youth skills development activity. 


Neighborhood-based 
organization 


“Neighborhood-based organization” 
was carefully defined to ensure that 
natural resident groups would be in- 
volved in the prevention efforts. As 
conceived in this program, neighbor- 
hood-based organizations were founded 
by residents as an organized effort to 
solve neighborhood problems. They 


, represented the authority and leadership 


of the neighborhood. In addition, the 
neighborhood organizations needed past 
experience in the use of volunteers to 
conduct their programs and were free 
from standards imposed by organiza- 
tions or boards other than that of the 
residents. Last, the neighborhoods repre- 
sented by the organizations were in 
preselected cities that qualified as being 
high in violent juvenile crime, that is, 
having a violent juvenile crime arrest 
rate of at least 100 arrests per 100,000 . 
population. 

Community organizing was an essen- 
tial element. Program activities could 
not be conducted without large cadres 
of residents volunteering their efforts. 
Each funded neighborhood organization 
was staffed with one or two community 
organizers, a project data collector, and - 
a project director. 

None of the groups had experience 
with organized research or evaluation. 
With the exception of two agencies, 
none of the organizations was a direct 
service provider or had community- 
organizing experience. Community 
organization was carried out through 
the development of resident mobilization 


‘ councils—organized bodies of neighbor- 


hood leadership. The councils assumed 
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the responsibility of implementing the 
program activities. Mobilization con- 
tinually stressed education of the rési- 
dents—about juvenile delinquency, 
motivation to solve the problem, and 
further involvement of other residents. 
The councils created change and sought 
to reduce delinquency through several 
major steps: | 
—defining the task; . 
_— determining appropriate leader- 
, ship; ` ` 
' . —orienting leadership toward the 
- goals of resident mobilization; 


- —developing shared values and com-: 


mon vision among leaders; 
—involving other residents; 
—orienting and training residents; . 


—analyzing existing conditions and ` 


problems in the neighborhood; 
_ developing a plan of action, based 
_ upon the analysis of problems; 
—implementing the action plan; and 
‘—institutionalizing the resulting out- 
comes and impacts. | 


The composition of the councils 
reflected the population of the targeted 
neighborhoods. Council members ‘in- 
cluded persons familiar with the wide 
range of neighborhood conditions, par- 
ticularly those associated with crime 
and delinquency and the institutions or 


agencies. responsible for supervising . 
youth behavior. Involvement on. the. 


councils was’extended to nondelinquent 
youths——as well as to current gang mem- 
bers and other law-violating youth group 
members. 


Ongoing needs assessments 
To allow the neighborhood organiza- 


tions and their résident councils to assess ` 


the neighborhood circumstances that 
contributed to juvenile crime, plan their 
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programs, receive feedback on progress, 
and modify their initiatives, a consider- 
able amount of information was pro~: 
vided initially and then updated at six- 
month intervals. The information in- 
cluded levels and trends of youth crime 
in the target neighborhood and the city, 
as a whole; school policies on discipline, 
suspension, and expulsion; police poli- 
cies toward juveniles; employment and 
economic development trends; and an: 
inventory of neighborhood resources. 

Staff and council members were trained 
in how to use this information to plan, 
set priorities, and reach objectives. ~ 


Program activities | 


Each site was requieed to test four 
major program interventions: violent ` 
crime intervention, institutional media- 
tion, family support networks, and youth 
skills development. oe 

Under violent crime intervention, the 
resident .councils developed activities - 
against. potentially violent situations in 
the targeted neighborhood. Potential 
and real locations of.crime were targeted 
for the reduction of violent or other law- - 
violating activities. The efforts were‘ 
intended to bring about immediate con- ~ 
trol of crime-producing conditions in - 
the neighborhood and to defuse volatile - 
situations. The interventions were in- _ 
tended to be short range 80 that plans 
for other crime-producing situations 


-could be added during succeeding. six- . 


month planning cycles. For example, 


- residents in one neighborhood formed | 


an emergency information network that 
served as an early warning system when 


- gang conflicts were about to-erupt in 


violence. Relaying news that one group 
was about to set upon another, the 
residents intervened through both medi- 
ation and involvement ‘of law enforce- 
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ment to defuse conflict situations that in 
the past had led to bloodshed or fatali- 
ties. In another neighborhood, residents 
arranged truces and sponsored events 
where gang members turned in their 
weapons and pledged nonviolence for 
specific time periods during which turf 
conflicts and other disputes could be 
resolved through negotiation and concil- 
lation. The authority and neutrality of 
the neighborhood organization made 
possible the trust and cooperation of 
gangs who were bitter enemies.’ 

The component of institutional medi- 
ation required the resident councils to 
examine behavioral problems related to 
the socialization experiences of resident 
youths, identify those institutions and 
practices that exacerbated youth vio- 
lence problems, and develop a partner- 
ship between youths, adults, and repre- 
sentatives of local institutions to plan 
strategies for prevention of violent delin- 

‘quency. The mediation activities involved 
schools, police departments, juvenile 
courts, juvenile probation departments, 
social service providers, economic devel- 
opment and planning offices, as well as 
gang leaders. Specific innovations in- 
cluded changes in school curricula, policy 
changes in law enforcement agencies to 
concentrate arrests on drug dealers, ef- 
forts to increase the number of juveniles 
arrested.as a deterrent to juvenile crime, 
and mediation with probation officials 
to alter their responses to technical 
violations of probation conditions. The 
diversity of responses and strategies 

reflected the different conditions in the 
neighborhoods and the variety of institu- 
tional responses to the mandates of 


7. The House of Umoja as pioneered in such 
ganp-conflict resolution. See David Fattah, “The 
House of Umoja as a Case Study for Social 
Change,” this issue of The Annals of the American 
Academy of Political and Social Science. 
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youth socialization. 

The family support networks were 
intended to enhance the abilities of 
families to supervise and control the 
behavior of their youths by promoting 
self-help mechanisms for families of 
violence-prone, high-risk youngsters or 
for families in crisis situations. This 
program element proved to be the most 
difficult to implement. Examples of 
innovations included parent support, 
parent effectiveness training programs, . 
and mediation to involve families of 
students in school affairs. However, 
families often were marginal in these 
neighborhoods, and their unique prob- 
lems left little room to develop program 
strategies. Economically strapped and 
often with more than one child but only 
one parent in the home, families of 
inner-city youths-were burdened by the 
same difficulties that affected the youths 
themselves. It was difficult to motivate 
families to participate in the lengthy 
developmental process to form networks 
when they were faced with more immedi- 
ate, concrete issues: housing, clothing, 
food, and child care. Some families 
criticized the concept as too middle-class 
for its insensitivity to the day-to-day 
realities that inner-city families face. 
Ultimately, the federal program relaxed 


‘ its requirement to develop this program 


element. 

The component of youth skills devel- 
opment was used by the resident councils 
to plan and promote the development of 
positive social bonds for neighborhood 
youths and to provide opportunities for 
personal reward and achievement. Activ- 
ities were to focus on building academic 
and other,concrete skills, neighborhood 
improvement projects, and job-finding 
techniques. Youth participation on the 
resident councils was itself a develop- 
mental activity. By evaluating the data — 
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on neighborhood conditions and plan- 
ning prevention strategies, youths gained 
skills in decision making, planning, and 
analysis. More conventional activities 
were included also: graffiti-removal pro- 
jects, neighborhood cleanup, and orga- 
nizing block parties. But creative innova- 
tions also emerged, from senior-citizen 
escorts, to neighborhood leafleting in 
order to organize residents to form 
councils, to mediating disputes between 
gangs. However, certain aspects of youth 
skill building did not emerge. For exam- 
ple, we expected to see self-help busi- 
nesses develop, such as automobile 
repair or housing rehabilitation. These 
efforts toward self-sufficiency seemed to 
program organizers to be more demand- 
ing than the apparent level of youth 
commitment would support. An impor- 
tant lesson was a critical-mass issue: the 
threshold level of youth involvement 
needed to launch such efforts exceeded 
what programs could offer, given the 
spread of activities across so many pro- 
gram areas. | 

Figure 2 shows how the four com- 
ponents were designed to reduce violent 
juvenile crime. Table 1 summarizes what 


was done in each of the six cities and | 


what the results were. 
RESULTS 

The programs were active in their 
communities for nearly four years. In 
that period, resident mobilization coun- 
cils were formed, four cycles of the 
planning process were completed, and 
program elements were organized and 
put into action by staff and volunteers. 
from the neighborhood. The planning 
and analysis system also allowed us to 
evaluate the programs’ impacts, both 
small and large, on the residents, on the 
social institutions in the neighborhood, 
on youths, and on the crime problems 
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and related social processes. This section 
reviews the program’s impacts, providing 


an overview of the range of outcomes we ` 


observed and measured. 


The impact of knowledge 


Many of the council members had 
little or no previous knowledge of the 
information used in planning and how 
such information could be used to form 
public policy. The knowledge strength- 
ened their motivation as they organized 
strategies to reduce violent juvenile 
crime. The new information helped to 
formulate clear goals, objectives, and 
strategies as well as to'structure a plan 
for action. The new-found knowledge 
often empowered residents with a differ- 


ent sense of themselves, to the extent — 


that some of them used the planning to 
reorganize their own personal lives. 
Many became angry when presented 
with clear evidence of neighborhood 


deprivation. The seemingly overwhelm- 


ing problem of neighborhood juvenile 
crime became more manageable, if-not 
concrete and explicable. 


The resident councils 


Recruiting neighborhood leadership - 


became the most difficult task in orga- 
nizing the: resident councils. Visible, 
highly recognized leaders in each of 
the neighborhoods already had high 
demands on their time or were com- 
mitted to other neighborhood problems 
that did not iriclude juvenile delinquency 
prevention. Many felt that economic 
and housing issues were more important, 
if not glamorous, and drew much of the 
neighborhoods’ natural and strongest 
leaders. This forced the mobilization 
effort to recruit and train new genera- 
tions of neighborhood leadership. More 
emphasis was required on leadership 
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FIGURE 2 
. VIOLENT JUVENILE OFFENDER eee DESIGN 
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development in the early days of imple- 
mentation, resulting in -councils that 


varied in composition. The relative lack 


of experienced neighborhood leadership 
resulted in councils that differed widely 


from one city to another. However, the | 


composition of the councils did not 
seem to be the most a factor 


-Reduced © 
Violent Juvenile Crime , 





related to the success of the organizing 
efforts. ca i 
Data colleċtion 

The fact that each program collected 
needs-assessment information on a con- 


tinuing basis resulted in extensive in- 


= 


\ 
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volvement of neighborhooe residents as 
volunteer participants. Residents were 
recruited and trained to administer 
household victimization surveys, admin- 
ister and monitor surveys Df neighbor- 
hood youth, and provide a vide array of 
contextual information drawn from the 
neighborhood. These activicies required 
many hours of volunteer time and fairly 
sophisticated skills. 

Volunteerism was diffizult to sus- 
tain. As with the neighbortood leader- 
ship, highly visible and ready accessible 
neighborhood volunteers were over- 
whelmed by requests. In adcition, many 
recruited volunteers remamed only a 
short time because there were no imme- 


diate benefits for their own life situation. ` 


Volunteering for data collection or for 
the resident councils required the devel- 
opment of a long-range vsion and a 
commitment to long-range change, and 
it did not have immediate ho.ding power 
for many of the volunteers recruited. 
The more immediate short-term prob- 


lem-solving goals held more promise for ` 


partial volunteers. 


Action planning — 
and implementation 


The culmination of the nzeds assess- 
` ment was the resident actiona plan. The 
action plan was a blueprint Dr program 
design. It set forth a ratioaale, goals, 
objectives, extensive descziptions of 
activities, role delegation, anticipated 
problems in implementing taese strate- 
gies, resource persons to help-carry them 
out, evaluation plans, and additional 
resources needed. As shownin Table |, 
the plans ranged in diversity from the 
reduction of gang violence te the devel- 
' opment of family support networks. 
The implementation of the plens required 


~ council members to mob_lize more 


neighborhood residents to help carry 
out the activities. The violent-crisis inter- 
ventions also required the targeting of a 
high-crime spot within the neighbor- 
hood. In several cases, criminal activities 
were deterred or stopped only to be 
displaced to another neighborhood area. 
The violent-crisis interventions in several 
neighborhoods were carried out with 
the assistance of community relations 
offices of the local police departments. 
In these cases, council resident members 
were assisted in their mobilization efforts 
by police officers. 


The neighborhood 
organizations and the 
continuation of programming 


The local programs were a radical 
departure from conventional social ser- 
vices. Neighborhood organization staff 
members were relatively inexperienced 
in mobilizing and organizing neighbor- 
hood residents. Staffers were even less 
experienced with helping residents to 
examine the policies of institutions serv- 
ing their neighborhoods. However, this 
approach to social services in four of the - 
organizations was successful in institu- 
tionalizing several of the program strate- 
gies. One resident council was endorsed 
by the city and became part of a citywide 
reduction strategy that used the pro- 
gram’s action-planning guide. A resident 
committee became incorporated into a 
city-sponsored neighborhood anticrime 
group. The youth employment activities 
of another resident committee activity 
became county funded and continue as 
of the writing of this article. Still another 
council incorporated antidrug activities 
into a neighborhoodwide effort that 
attracted other funds and continues as a 
highly successful antidrug initiative. A 


‘national foundation has designated 
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funds to one organization to continue its 
entire effort. Thus the neighborhood 
organizations are finding that mobilizing 
residents to solve neighborhood prob- 
lems is a viable approach that attracts 
financial resources as well as becomes a 
viable alternative to other means of 
service delivery. For many of the neigh- 
borhoods, the effort has clarified the 
relationship between community organi- 
zation and social service delivery. 
‘However, the mobilization of volun- 
teers in high-crime neighborhoods still 
needs rethinking in light of the problems 
encountered by each organization. The 
volunteer issue may be linked to the 
leadership issue. It appears prudent for 
neighborhood organizations continu- 
ously to develop activities that increase 
the awareness of volunteering as well as 
provide opportunities for leadership 
development for residents. 


Socializing institutions 

Although some of the program activ- 
ities focused on policy or practices of the 
neighborhood’s youth-serving institu- 
tions, such activities were not threatening 
to most of these preexisting institutions. 
The self-help approach of the programs 
was enticing—and often enhanced the 
efforts of those institutions wanting com- 
munity outreach. In this context, police 
departments greatly benefited from any 
citizen effort to reduce crime. 

Schools, however, were an exception. 
In several of the cities, school officials 
expressed extreme skepticism at all pro- 
posed efforts. Their greatest fear hinged 


on being publicly recognized as a violent - 


school or as a school district with delin- 
quency and violence problems. In these 
school districts not only were the neigh- 
borhood organizations denied access to 
students and teachers, but in two extreme 
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cases school officials refused to discuss 
with neighborhood staff or resident 
council members the problems of delin- 
quency and crime in the schools. Though 
some schools were open and frank, 
others refused to provide data, grant 
access to students for surveys, or allow 
teachers to participate in the resident 
council. On the other hand, officials at 
the juvenile courts and police depart- 
ments viewed the organizing as parallel . 
to their own efforts and were most 
cooperative in granting and assisting 
with data access. 


‘Juvenile crime 


_ To determine whether the prevention 
programs actually reduced crime and 
the fear of victimization, three sources 
of data were used: self-reports of crime 
by neighborhood youths, household sur- 
veys where residents reported victimiza- 
tions and perceptions of neighborhood 
crime, and police reports. Each measure 


- was constructed to replicate well vali- 


dated reporting and measurement sys-. 
tems. The youth survey used the self- 
reported delinquency scales of the Na- 
tional Youth Survey,’ the household 
survey used the victimization measures 
of the National Crime Survey, especially 
the measures of victimization by juve- 
niles,’ and the reporting categories of 
the Federal Bureau of Investigation’s 
Uniform Crime Reports were used as 


8. Delbert S. Elliott and David Huizinga, 
The Relationship between Delinquent Behavior 
and Alcohol, Drug Abuse, and Mental Health 
Problems, National Youth Survey Report No. 26 
(Boulder: University of Colorado, Behavioral Re- 


‘search Instituté, 1984). : 


9. Joan McDermott and Michael Hindelay, 
Juvenile Criminal Behavior in the United States: 
Its Trends and Patterns (Washington, DC: Depart- 
ment of Justice, Office of Juvenile Justice and 
Delinquency Prevention, 1981). 
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official police-based. crime-report mea- 
sures. By triangulating data sources, we 
` created a more reliable and sensitive 
picture of actual trends in serious juve- 
- nile crime in the target neigkborhoods. 
The results across the six sites pro- 


vided a complex view-of the trends in `- 


crime rates, patterns, and locations. 
There were random fluctuations across 
reporting periods that likely reflected 
events unrelated to either actual crime 
rates or seasonal differences. The ob- 
served rates were highly unstable and 
indicated cyclical patterns where crime 
was high in some periods but relatively 
low and stable in others. In annual or 
- geminannual intervals, crime rates were 
not responsive to the programs’ efforts 
and ‘instead reflected citywide trends. 
We did observe reductions in highly 
focused crime-specific areas, which we 
attributed to the intervention of resi- 
dents. But these efforts were more likely 
to affect either specific locations or 
specific crime types rather than the 
aggregate crime rates within the neigh- 
borhood. The relatively short lives of 
these projects did not afford sufficient 
time to determine if the underlying 
crime-supporting conditions were altered 


and, in turn, if crime rates were reduced _ 


over a longer time interval. Time did not 
permit us to determine, for example, if 
improved school conditions affected a 
generation of youngsters whose adoles- 
cent crime rates were lower than in 
earlier years. Nevertheless, the following 
examples illustrate the types of impact 
on crime that the programs were able to 
achieve. . 


San Diego. During the summer of 
1985, the San Diego resident council 
sponsored a multidimensional summer 
program aimed at reducing gang vio- 
lence in its neighborhood. The program 
consisted of 


—a ‘neighborhood-beautification, 
graffiti-removal, and cleanup cam- 
paign, conducted by neighborhood 
youth; i 

—a Summer job placement program 
for neighborhood youth; 

—life-skills workshops for neighbor- 
‘hood youth; and 

—gang-truce meetings. 

For several months prior to the devel- 
opment and implementation of the San 
Diego program, incidents of violence 
erupted between rival gang members in 
the target neighborhood, with individual 
smaller clashes occurring between the 
big gang bangs. These incidents left 
behind several violent deaths and many 
arrests of other violent offenders. Thus 
the San Diego program targeted active, 
rival gang members as a means of reduc- 
ing gang violence. Nondelinquent youths 
also were recruited. The City Youth 
Employment Office, the Police Depart- 
ment, and other institutions were 
recruited to assist with donations of 
office space, donations of paint and 
cleanup materials, creation of jobs, 
transportation, and other needed 
assistance. 

The intermingling of delinquents and 
nondelinquents, plus the association 


‘with resident council adults and institu- 


tional personnel, fostered positive social 
bonding among the youth. That is, they 
became more actively involved in social 
networks and norms that promoted non- 
criminal styles through personal rela- 
tionships with nondelinquent peers and 
adults. The association of delinquent 
gang members and nondelinquent 
youths was designed to influence the 
peer culture in a positive manner. The 
truce meetings represented efforts to 
seek lawful, nonviclent approaches to 
solving gang-related problems. 

The program ran approximately three 
months, in the summer of 1985. During 


JUVENILE CRIME PREVENTION 


this period, citywide serious crime rates 
increased slightly, but there was a decline 
in serious arrest rates in the target area. 
The effort, time, and planning that 
went into the reduction of crime should 
not be sporadic. They can only continue 
to show positive effects if they are 
sustained: over longer periods of time. 
Unless they are so sustained, the results 
will only be illusory. At the conclusion 
of the intervention, juvenile arrest rates 
in the target neighborhood began a 
steady upward climb and gang violence 
returned to earlier lévels. . : 


: The Bronx. Long before the program 
was implemented in the Northwest 
Bronx, residents were concerned about 
the amount of drug trafficking and the 
attendant violence. Therefore, the 
Northwest Bronx resident council tar- 
geted a neighborhood area notorious 
for drug traffic and violent crime. Much 
of the drug trafficking and crime involved 
juveniles, The resident council mobilized 
other residents, garnered the coopera~- 
tion of the police, and began a campaign 
to halt or deter drug activity in the 
neighborhood area. 

For New York City as a whole, there 
was a Slight decline in the juvenile arrest 
rate during program implementation. 
For the target area, the decline in serious 
offenses was much more evident—from 
a high of 70 arrests to fewer than 20 
during the campaign. The greatest reduc- 
tion occurred among those aged 17 and 
over, the juveniles most involved in the 
drug activities. 

- Los Angeles. Guided by feedback 
reports of high rates of violence in the 
neighborhood high school, the Los 
Angeles resident council decided to focus 
on the school. The overall goal of the 
resident council was to reduce school 
violence, vandalism, and delinquency 


by encouraging and assisting the school 
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to enforce a uniform set of disciplinary 


policies. During the beginning of school 
year 1983-84, a committee of neighbor- 
hood residents designed a schoolwide 
orientation program to introduce a sim- 
plified schoo! disciplinary code. Using 
graphics and lively animation, the 
parent-led orientation encouraged dis- 
cussion groups among students so that 
the consequences of misbehavior were 
thoroughly understood. Similar efforts 
were conducted among faculty members. 
Incidents of violence and vandalism 
decreased 600 percent during the imple- 
mentation period of 1983-84, compared 
to the number of such incidents in 1982- 
83. However, suspensions and expul- 
sions increased significantly. These in- 
creases most likely reflected the applica- 
tion by high school personnel of more 
strict behavioral checks. The logical 
progression of continued strict enforce- ` 
ment should eventually result in a reduc-. 
tion of both suspensions and violence or 
vandalism as the students begin to follow 
new norms that evolve from stricter 
disciplinary enforcement. 


CONCLUSION 


J 

The major issues that the local pro- 

grams addressed were mobilizing neigh- 

borhood residents and reducing youth 

crime, influencing institutional responseés 

to youths, and changing youth attach- 
ments and bonds. : 


Neighborhood mobilization and 
youth crime 


High crime rates in low-income neigh- 
borhoods are often considered the pro- 
ducts of a disorganized, depressed neigh- 
borhood beset by the symptoms of 
poverty. However, our experience in six 
of the United States’ toughest high- 
crime neighborhoods gives ample evi- 
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dence to rethink this position. 

A component of neighborhood dis- 
organization is a lack of stability that 
feeds into the lack of attachments and 
bonds to the neighborhood. Information 
from our household survey illustrates 
that this association does not exist in the 
target neighborhoods. Large percentages 
of the residents surveyed reported resi- 
dency of more than 10 years. When this 
group is combined with those reporting 
residency of 6-10 years, the two catego- 
ries account for more than 60 percent of 
the residents. What appeared to happen 
in these neighborhoods was that many 
households relocated but not outside 
the neighborhood. Movement was within 
the neighborhood. Remaining in the 
neighborhood was often by choice. Be- 
cause of this stability, the bonds and 
attachments of residents to neighbor- 
hoods can be a means to mobilize them. 

Leadership was a crucial element in 
the neighborhood. Each of the neighbor- 
hoods evaluated had long-standing, 
experienced leaders residing there. How- 
ever, the multiple demands upon their 
time often forced the recognized leaders 
into a posture of turning down all 
requests except those of high personal 
priority. Nor were there sufficient oppor- 
tunities for leadership development 
among those eager to participate in the 
life of the neighborhood but with no 
previous experience. 

The mobilization effort had two 
sequential goals. The first was to mobi- 
lize youth and adult residents from the 
neighborhood. In each neighborhood, 
youths were easily mobilized to attend 
resident council meetings and other 
activities. In the case of San Diego, 
conflicting gang members were organized 
to face each other in the same room-——a 
feat that the San Diego Police Depart- 
-ment could not accomplish. Impor- 


tantly, youth residents in low-income 
neighborhoods appear to be an untapped 
resource—and they are easier to mobi- 
lize than adults. 

Neighborhood cohesion improved 
when mobilization efforts involved large 
numbers of residents, as was the case in 
the Bronx and San Diego. Measures of 
neighborhood cohesion increased after 
each program intervention. 

It appeared, then, that our neighbor- 
hoods were not disorganized in terms of 
human potential. There was a leadership 
structure, attachment to neighborhood, 
and youth potential all untapped by the 
neighborhood-based organizations. 
There was a strong propensity among 
residents to regroup in order to solve 
neighborhood problems. But these ef- 
forts needed a focused leadership-devel- 
opment component—because the old 
leadership structure was overworked 
and in high demand. 

The real community organization 
problem in these neighborhoods was 
that all the neighborhoods were consis- 
tently underserved by the social service 
network and were economically worse 
off when compared to overall city eco- 
nomic-development indicators. The 
debilitating effect of these conditions on 
the neighborhoods put many residents 
in a double bind—they were victims of 
the very conditions that needed commu- 
nity reorganization and problem solving. 
Mobilization in these neighborhoods 
must instill in residents a new sense of 
the problem. This rethinking of neigh- 
borhood conditions then requires a very 
strong educational thrust. In the words 
of an experienced organizer, the mobili- 
zation must assist residents to “seek 
solutions to problems which for the first 
time become perceived as problems 
rather than as a condition of existence.”!0 

10. Anthony Sorrentino, Organizing against 


~~ 
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The second mobilization focus was 
on institutions. It was not as clear or 


consistent as the resident mobilization ` 


issue. Schools were generally unrespon- 
sive to resident councils and appeared as 
closed social systems. School officials in 


these neighborhoods determined their . 


own responses to delinquency and crime 
with little or no input from parents or 
other residents. This response is not 
surprising; schools have long been ana- 
lyzed as closed institutions. On the other 
hand, when a school was cooperative, 
such as in the Los Angeles project, the 
benefits of reduced violence and vandal- 
ism were an obvious payoff. Police 
departments were the most cooperative, 
but little or no change in policy or 
practice resulted from the joint planning 
or activities. Police departments saw the 
resident council efforts as an extension 
of their community outreach programs 
or as community education to improve 
the image of police enforcement. Police 
departments did not, however, see the 
programs as an opportunity to interact 
with residents to change police policy. 
The reduction in arrests in San Diego 
occurred as.a result of reduced gang 
violence, not as a result of a change in 
police policy toward youth gangs. A 
very dramatic and intense intervention 
would be required for the community 
relations staff of police departments 
to advocate change within police 
departments. 

Local child protective services depart- 
ments were seemingly so distraught by 
high case loads, a shortage of profes- 
sional staff, and disorganized adminis- 
tration that there were absolute refusals 


to cooperate in any way with the resi- 


dent councils. Few agency personnel 


Crime: Redeveloping the Neighborhood (New 
York: Human Sciences Press, 1977), p. 209. 
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participated in any resident council 
activities. These agencies were closed 
and impervious to change. 

Juvenile courts were cooperative and 
open to suggestions. However, the pro- 
bation departments and, in some cities, 
the district attorney’s offices appeared 
to be institutional gatekeepers to the 
courts. None of the resident councils 
developed activities with the courts, 
leaving .this complex institution still 
isolated from the communities from 
which wards were drawn. | 

In sum, institutions serving low- 
income neighborhoods can change their 
responses to neighborhood problems 
only through the persistent, intense ef- 
forts of residents. The real challenge for 
community organization efforts is to 
gain entry to the institutions and to open 
up the relatively closed institutions. In 
only a few locales were there mobiliza- 
tion efforts aimed at closed institutions 
such as the schools. Efforts to change 
such closed social systems would proba- 
bly have required techniques other than 
a mediation approach. 

The issue of youth bonds is somewhat 
clarified by the San Diego experience. 
The intensity and depth of the effort 
required to reduce gang violence is more 
than what most social agencies are willing 
or able to do. The dramatic drop in gang 
violence is only a preliminary indication 
that the approach has the potential for 
altering youth bonds and attachments in 
the peer group—the gang, in this case. 
The level of effort required to bring 
about more lasting nonviolent behavior 
is difficult to sustain in an experimental 
program of short duration. But sustained 
efforts are needed, and they must be 
flexible both to anticipate and to react 
to changes in youth culture. More efforts 
of this kind should become institutional- 
ized within the agencies that traditionally 
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serve the neighborhood. These efforts 
would require that the agencies adopt 
more advocacy and community organi- 
zation outreach activities in addition to 
their social service delivery role. 

The concept of crime prevention 
through neighborhood development is 
not new. From the early efforts of the 
Chicago Area Project through the Urban 
Crime Prevention Program, crime pre- 
vention through resident efforts to coun- 
teract the debilitating effects of social 
` and economic isolation has had a long 
and rich history. In each case, the natural 
strength of informal networks among 


neighbors has been validated as a means | 


to reweave the social fabric of neigh- 
borhoods in order to foster youth 
socialization. 

The six projects describzd in this 
article reaffirm the critical linkage 
between residents and their social institu- 


tions, the social infrastructure of the 
neighborhood. The institutions influence 
youths, but the residents influence the 
Institutions. The six projects illustrate 
the critical role of residents in influ- 
encing institutional agendas and, in turn, 
in the social development of youths to 
reduce youth crime. Efforts that focus 
only on crime occurrence will not address 
the developmental sequences that help 
avoid crime—sequences that occur in 
families, schools, and youth cultures. 
The strength of these social institutions 
depends on both resident mobilization 
and urban policies that provide the basic 
resources for sustaining the health; 
safety, and development of neighbor- 
hoods. Policies to control crime must 
ultimately look beyond criminal justice 
to support the economic and social 
siructures of neighborhoods. 
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The Retreat of Folly: 
Some Modest Replications of 
Inner-City Success 


By LYNN A. CURTIS 


ABSTRACT: Community-based alternatives to the criminal justice sys- 
tem, like block watches and patrols, that seek to reduce opportunities for 
crime without addressing the causes of crime have, in part, become public 
relations gimmicks designed, at best, to assuage fear. Inner-city residents 
want more crime prevention along the lines of Argus, Centro, the 
Community Boards, and Umoja. Preliminary evaluation results from a 
national demonstration in inner-city neighborhoods show considerable 
success with bubble-up grass-roots initiatives that both address the causes 
of crime and reduce the opportunities for it. The demonstration suggests 
that inner-city community organizations can be more cost-effective than 
police in leading such initiatives. With technical assistance, the community 
groups, located in some of the nations’ most devastated inner-city ghetto- 
slums, were able to assemble the resources to continue on after their initial 
30-month grants ran out. The total funding raised for such financial 
self-sufficiency exceeded the initial grants. The future lies in more 
ambitious replications .of the principles underlying st a Centro, the 
Community Boards, and Umoja. 


Lynn A. Curtis is the president of the Milton S. Eisenhower Foundation in Washington, 
D.C. In the late 1970s, he was urban policy adviser to the U.S. secretary of housing and urban 
development and executive director of the President’s Urban and Regional Policy Group. 
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OMMUNITY-BASED crime pre- 
vention involves descriptions like 
“indigenous self-help,” “grass-roots 
mobilization,” and “bubble-up” rather 
than “trickle-down.” Although this issue 
of The Annals seeks alternatives to the 
exaggerated reliance in the United States 
on the criminal justice system to prevent 
crime, not all community-based pro- 
grams hold equal promise and some can 
become foot soldiers in Barbara Tuch- 
man’s “march of folly.”! 

In this article, I want to review the 
kind, of community crime prevention 
that has been most popular in the nation 
but that, ironically, has many limitations 
without the addition of at least some of 
the features of an Argus, Centro, or 
Umoja. I then will discuss preliminary 
evaluation results from a new national 
demonstration program in 10 inner-city 
communities. While far more modest 
than Argus, Centro, or Umoja, the 
demonstration sites are a step in their 
direction, away from more simplistic 
community crime prevention. 

My concern is with American inner- 
city ghetto-slums and other areas where 
the residents are disproportionately non- 
white and disproportionately involved 
both as perpetrators and victims of 
crime. This is not to deny that crime is 
' complex and associated with many other 
aspects and levels of American life. My 
premise is simply that a policy to prevent 
crime by using acitizen-based approach 
ought to focus initially on where crime 
and its causes are most prominent. 


OPPORTUNITY REDUCTION 


Community-based opportunity 


reduction strategies are those that make 


1. See Lynn A. Curtis, “Preface,” this issue of 
._The Annals of the American Academy of Political 
and Social Science. 
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the victim a harder target, lowering the 
probability of victimization. Traditional 
opportunity reduction includes block 
watches, patrols, escort services, pro- 
perty identification, improved locks or 
other physical security for a household 
to make it more difficult to enter, and 
physical configurations based on a strat- 
egy of defensible space, such as entry 
through only one location in a public 
housing project—an access point that is 
guarded by a security officer or a televi- 
sion camera. 

Proponents of opportunity reduction 
assume that residents can be mobilized 
by community organizations or the 
police; that such participation strength- 
ens community cohesion, interaction, 
and control; and that these reduce crime 
and fear. 


Some examples 


One of the earliest examples of both a 
successful program and a rigorous evalu- 
ation was the 1973 Seattle Community 
Crime Prevention Program. The core of 
the Seattle enterprise involved hiring 
community organizers who would train 
citizens to conduct home security checks 
and property marking for themselves. 
They also would bring neighbors to- 
gether to form block watches and become 
more vigilant. The most discussed mea- 
sures of success in the program involved 
actual crime, not fear: reports of bur- 
glary to police increased and burglary 
rates, as reported in victimization sur- 
veys, decreased. There was no evidence 
of displacement of crime to other 
neighborhoods.? 

Opportunity-reduction programs 
begun in the 1970s and 1980s and sup- 


2. Lynn A. Curtis, ed., American Violence 
and Public Policy (New Haven, CT: Yale Univer- 
sity Press, 1985). 
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ported by the federal government often 
were undertaken without adequate 
impact and process evaluations.? The 
Community Crime Prevention Program 
of the Justice Department and the Urban 
Initiatives Anti-Crime Program at the 
Department of Housing and Urban De- 
velopment are good examples.‘.At least 
one federal effort, the Urban Crime 
Prevention Program, run by ACTION 
and the Justice Department, received a 
favorable evaluation but one based only 
on process measures rather than on 
“before” and “after” impact measures. 
When impact evaluations were under- 


taken, the conclusions often were that 


3. An impact evaluation shows outcomes by 
measuring variables before and then after a pro- 
gram. A process evaluation monitors how a 
program was carried out day to day and provides 
clues that help explain the outcomes. 

4. To illustrate, the assessment by the Depart- 
ment of Housing and Urban Development (HUD) 
was to evaluate 15 community crime prevention 
programs that began in public housing locations 
around the nation in 1980. The impact evaluation 
was to compare police reporting, victimization, 
and fear before and after implementation. Yet, 
because of delays that never have been explained, 
most sites did not have a “before” and “after” set of 
measures taken but, rather, just one in-between 
measure, in 1981. Of course, this provided no 
impact information. Four sites, however, were 
measured before and after implementation, with 
the “before” measure coming well after the pro- 
gram began and the “after” measure coming only 
12 months later. No real explanations were given 
for why these four sites were chosen. Police 
Foundation, “Evaluation of the Urban Initiatives 
Anti-Crime Program” (Manuscript, U.S. Depart- 
ment of Housing and Urban Development, 1984). 
Also inexplicably, HUD delayed release of the 
final evaluation report for almost two years. The 
final HUD evaluation is all the more peculiar in 
that it has no discussion of the central implementa- 
tion issue: that HUD refused to accept the original 
concept of a program developed by tenants and 
instead placed control in public housing authori- 
ties, which often were poorly managed. Moreover, 
public housing authorities commonly have a colo- 
nial welfare mentality toward the poor. 
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the opportunity reduction did not reduce 
crime. For example, evaluations in 
Washington, D.C., and Chicago found 
no crime reduction. 

It also appears that opportunity- 
reduction citizen groups are more wel- 
come and successful in more affluent, 
less family-centered, and less minority- 
dominated communities. In lower- 
income minority communities, there 
often-is more acceptance of and success 
with community crime prevention that 
addresses the causes of crime—for exam-- 
ple, through employment of minority 
youth.® 


Can we evaluate by fear alone? 


Over the last 15 years, there has been 
an important development in commu- 
nity-led opportunity reduction. The 
uncertainties about whether crime was 
reduced in the evaluations that were 
undertaken, the many problems asso- 
ciated with the use of police statistics to 
measure changes in crime, the relatively 
high costs of using telephone surveys 
and personal victimization surveys to 
collect victim-based data to measure 
crime, and the political pressure on 
sponsoring agencies to show results and 
not back themselves into a corner 
through self-defeating measures—all of 
these combined to produce a new mea- 


5. For Washington, D.C., see J. R. Henig, 
“Citizens against Crime” (Manuscript, George 
Washington University, 1984); for Chicago, see 
D. P. Rosenbaum et al., “The Impact of Commu- 


. nity Crime Prevention in Programs in Chicago” 


(Manuscript, Northwestern University, 1985). 
Such studies are not without criticism. For exam- 
ple, the Chicago study undertook “before” and 
“after” measures 12 months apart, a very short 
time period based on what we know about the time 
needed to start up and implement programs. 

6. A. Podolefsky and F. DuBow, Strategies 
for Community Crime Prevention (Springfield, 
IL: Charles C Thomas, 1981). : 
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surement mentality. Evaluations were 
still seen as necessary—at least by some— 
but reduced crime as a measure of 
success began to be deemphasized in 
favor of reduced fear of crime, a percep- 
tual measure with a better track record 
for showing positive results. 

This same evolution has occurred in 
police-led opportunity reduction. Exper- 
iments in the 1970s with police foot 
patrols showed little, if any, reduction in 
crime, but citizens appeared less fearful 
in some experiments.’ 

The die was cast. By the mid-1980s, a 
summary report on police-led opportu- 
nity reduction was entitled “Reducing 
Fear of Crime in Houston and Newark.”8 
The evaluation showed only slight evi- 
dence of crime reduction, but fear was 
reduced by some police actions, such as 
establishing small storefront police sta- 
tions in neighborhoods, sending officers 
to make door-to-door contact with resi- 
dents to identify problems and solutions, 
and encouraging officers to establish 
block watches. — 

Police strategies in Newark and Hous- 
ton that did not work to lessen fear 
included cleanup campaigns to reduce 
signs of physical deterioration and social 
disorder. This was a significant finding, 
given a great deal of recent rhetoric, 
heretofore unsupported by scientific evi- 
dence, that neater neighborhoods and 
less garbage would increase community 
cohesion and so reduce crime and fear. 
The lack of evidence for this notion is 
not surprising. One underlying assump- 
tion is that cleaning up garbage and 


7. Charles E. Silberman, Criminal Violence, 
Criminal Justice (New York: Random House, 
1978). 

8. Police Foundation, “Reducing Fear of 
Crime in Houston and Newark: A Summary 
Report” (Manuscript, U.S. Department of Justice, 
1986). 


pushing out street people will better 
protect the neighborhood from invasions 
by outsiders. This assumption can lead 
to tragic results, as in the Howard Beach 
neighborhood in Queens, New York, 
where a young, black outsider was killed 
by white neighborhood youths. Block 
organizing also can be a means for 
whites to gentrify neighborhoods.9 

In addition, in high-crime inner-city 
neighborhoods, perpetrators. are just as 
likely to live next door or be in one’s 
own family as attack from outside perim- 
eters. For example, in a crime prevention 
program in the Adams-Morgan neigh- 
borhood of Washington, D.C.— 
discussed later in this article—programs 
of the block watch type were viewed as 
dividing, not uniting, the community 
because a major problem. was family 
involvement in drug manufacture and 
distribution.!° As far back as 1969, the 
National Violence Commission warned 
that “challenges from within” presented 
a greater danger than outside threats.!! 

Ultimately, the get-folks-to-clean- 
up-garbage-and-then-crime mentality 
rests on the hope that citizens will not so 
much address the causes of crime as 
become surrogate police—in spite of the 
contrary evidence that police do not 
reduce crime. 

Perhaps most important for the focus 
here on the minority poor, police efforts 
in Newark and Houston to reduce fear 


9. Lynn A. Curtis, “Race and Violent Crime: 
Toward ,an Understanding and Policy,” in Violent 
Crimes, Violent Criminals, ed. Neil Alan Weiner 
and Marvin E. Wolfgang (Newbury Park, CA: 
Sage, forthcoming). 

10. Susan F. Bennett and Paul J. Lavrakas, 
“Process and Impact Evaluation Report for the 
Washington, D.C. Neighborhood Program” 
(Manuscript, Northwestern University, 1986). 

lL. National Violence Commission, Final 
Report (Washington, DC: Government Printing 
Office, 1969). 
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had some success with white middle- 
class home owners but no success with 
less affluent black renters. This rein- 
forces the findings of Podolefsky and 
DuBow that citizen-led opportunity 
reduction without accompanying strat- 


egies to address causes is unsuccessful— . 


and oftén resisted in lower-income 
minority neighborhoods. !2 

The interventions in. Newark and 
Houston appear to see fear reduction as 
an end in itself. Itis a worthy goal indeed 
to protect people from victimization, 
especially where it disproportionately 
occurs, in inner cities. But few, if any, of 
the Newark-Houston strategies appear 
to orchestrate consciously a total pack- 
age in which fear reduction is immedi- 
ately used as the means to ends like 
economic development, business reten- 
tion, and job creation. This is not sur- 
prising, given that the police are the first 
to admit that such programs are out of 
their control and expertise. 

In sum, while programs like Argus, 
Centro, and Umoja are found -to be 
successful in terms of crime reduction 
and also demonstrate success in increas- 
ing employment and reducing self-suffi- 
ciency among at-risk youths, opportunity 
reduction, whether by community orga- 
nizations or by police, has gravitated to 
the less direct measure of fear—and fear 
primarily is reduced to being applied to 
the white middle class rather than to 
poor minorities.!3 Programs similar to 


12. Podolefsky and DuBow, Strategies for 
Community Crime Prevention. 

13. For information about Argus, Centro, 
and Umoja, see, respectively, Elizabeth Lyttleton 
Sturz and Mary Taylor, “Inventing and Rein- 
venting Argus: What Makes One Community 
Organization Work,” this issue of The Annals of 
the American Academy of Political and Social 
Science; M. Isolina Ferré, “Prevention and Con- 
trol of Violence through Community Revital- 
ization, Individual Dignity, and Personal Self- 
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Argus, Centro, and’ Umoja have been 
measured as successful -by following 
cohorts of high-risk youths over time 
and demonstrating reduced recidivism 
in comparison to control groups. This 
method of measurement has rarely been 
attempted for opportunity-reduction 
strategies, presumably because they only 
affect high-risk youth indirectly, through 


controls imposed on them by the entire 


community. 


Leadership by the community— 
or by police? 


The minimal success of opportunity 
reduction in inner-city locales, even 
when assessed by the more workable 
measure of fear reduction, reflects bar- 
riers to trust and social cohesion among 
poor families living in harsh and 
hostile social environments. As Penig 
concludes: 


The best that can be hoped for may be the 
recognition that the neighborhood watch . 
program is not the simple cure-all that overly 
enthusiastic exponents have suggested. It is a 
worthwhile program that can be helpful in 
some neighborhoods. If a real dent is to be 
made in crime, and if the. needs of all 
neighborhoods are to be met, other substan- 
tial initiatives must be designed and put into 
effect.\4 l 


But at least Sinani reduction led 
by the community offers the possibility - 
of empowerment of citizens at the grass- 
roots level, so that, through success, — 
community members, it is hoped, gain 
control of their turf and their lives. This 
is less likely when opportunity reduction 
is led by police. In American cities, most 
police do not live in the neighborhoods 


Confidence,” ibid.; David Fattah, “The House of. 


Umoja as a Case Study for Social Change,” ibid.. ” 
14. Henig, “Citizens against Crime,” p. 28. 
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that they patrol and therefore do not 
necessarily have a deep personal stake in 
the community. They are cutsiders-— 
professionals, like social workers—who 
come in to do a job and, however 
dedicated, leave for home at the end of 
their working day. In less friendly cir- 
cumstances, inner-city residents can per- 
ceive police as representing a colonial 
mentality, being sent in to ensure 
control. 

By comparison, in Japan, police are 
assigned to small geographic areas where 
they often live with their families, try to 
become integrated into neighborhood 
life, make door-to-door visits with their 
wives, are known as neighbors of most 
people there, and consequently receive 
much more cooperation from citizens— 
for example, in reporting crime—than 
do American police.5 


The triumph of 
public relations 


In spite of its drawbacks, opportunity 
reduction alone has become widely ac- 
cepted by the American public. 

The trick has been the institutionaliza- 
tion of fear as an accepted measure of 
success. With the failure of mdividual 
and community measures of crime in 
opportunity reduction, fear as the mea- 
sure of success gives a new lease on life 
to agencies running opportunity-reduc- 
tion programs. This is especially so for 
the police. With police making arrests 
for less than 10 percent of all serious 
crimes—when one takes into account 
unreported crimes—having little success 


15. For more on the Japanese police, see 
Douglas E. Rake, “Crime Control and Police- 
Community Relations: A Cross-Cultural Compari- 
son of Tokyo, Japan, and Santa Ana, California,” 
this issue of The Annals of the American Academy 
of Political and Social Science. 


in reducing crime through opportunity 
reduction, and spending $3 billion per 
year in the 88 U.S. cities with popula- 
tions of 100,000, there is a pressing need 
to rationalize police cost-effectiveness. 

Fear reduction, then, has in part 
become a public relations vehicle par 
excellence. 

Some cities report success in reducing 
fear—yet they also have reported 
increases in actual crime. What might 
it mean if people feel less fearful 
even though crime is very high or even 
increasing? Are we merely altering their 
perceptions through public relations 
gimmickry—while making them more 
vulnerable? 

Given the growing consensus on the 
limitations of the criminal justice system, 
beginning with police, along with the 
doubling of violent crime over the last 
twenty years in the United States, police- 
generated fear reduction as a measure of 
progress returns one to the “march of 
folly,” where failure leads to protection 
of egos as well as budgets. Tuchman saw 
folly in Vietnam, and the false body 
counts there provided similar, well- 
publicized indexes of what really was 
failure. !6 


THE NATIONAL NEIGHBORHOOD 
ANTI-CRIME 
SELF-HELP PROGRAM 


With an awareness of the limitations 
of opportunity reduction alone and the 
belief of inner-city minorities that seri- 
ous prevention must also address the 
causes of crime, the Eisenhower Founda- 
tion began a national demonstration in 
1982. Inner-city neighborhoods were 


16. Barbara W. Tuchman, The March of 
Folly (New York: Ballantine Books, 1985); Curtis, 
“Preface,” 
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chosen in Baltimore, Boston, the Bronx, j 


Brooklyn; Cleveland, Miami, Minneap- 
olis, Newark, Philadelphia, and Wash- 
ington, D.C. Funds—for program 
operations carried out by community 
organizations, technical assistance from 
the Eisenhower Foundation and other 
consultants, and evaluation by North- 
western University—were' supplied pri- 
marily by the. Ford Foundation, ‘with 
matches by the U.S: Department of 
Justice, Exxon, IBM, the Burden Foun- 
dation, and over fifty local matching 


were at least $3.2 million. The evaluation 


is still.to be completed, but this article - 


will report preliminary findings. 


Why use opportunity reduction | 
at all? — ' 


Each local program was required to 
combine some forms of opportunity 
reduction with initiatives, similar to 
Argus, Centro, the Community Boards, 
and Umoja, that adaresred the causes of 
crime. 

While Argus, Centro: the Community 

Boards, and Umoja are outstanding 
models, it seemed unwise, from a devel- 
opmental and financial viewpoint, to 
seck to replicate them directly, especially 
in the aspect of residential living. Simply 
put, money was scarce. We began the 10 
sites with very modest budgets, in the 
‘range of $50,000 to $70,000 for local 
program operations over 6 months of 
planning and 24 months of implementa- 
tion. Opportunity reduction was rela- 
tively cheap and could be developed 
quickly, allowing a program to be estab- 
lished relatively soon, while more time 
could be taken for strategies to address 
the causes of crime. = 

We asked that opportunity eo 
be carried out not as an end in itself—as 

A 


f . 
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is so often the case—but‘as a means to 


the end of addressing the causes of - 
crime: For example, block clubs could 
be used to reduce fear and: secure a 
neighborhood for the economic develop- 
ment of a business.strip, which then 
could help provide jobs 107 ara 
hood youa, 


Empowerment | 


We -sought to empower community _ 


_ organizations to lead in many forms of 
partners. Total funds raised nationally © 


community action.. Part of the demon- 
stration was to test. how a mediating, 
national-level institution—the Eisen- - 
hower Foundation—could garner funds 
from many sources and facilitate tech- 
nical assistance for localities, producing” 
the kind of support to community orga- - 
nizations that Argus, Centro, the Com-' 
munity Boards, and Umoja often did 
not have during their formative periods. 
As part of the empowerment, the com- - 
munity organization always was asked 
to take the lead vis-à-vis the police, who 
played a supportive role. | 


Selecting organizations 
.to support 


We brought national moneys to cities 
where there were qualified inner-city 
community organizations and local 
funding institutions, public and-private, 
that understood community develop- 
ment. If local funders could sufficiently 
match the national funds, a program 
was begun. Al funders sat as a selection 
committee.. For five sites there was àn 


open competition among qualified innet- 


city community organizations. Some- 
times local funders only would match if 
a’certain organization was chosen. 
Depending on whether or not the funder 


was highly qualified, we accepted only 
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some of the offers for five more sites. 
Selection was made not in response to 
some complex request for proposal—we 
did not ask for traditional proposals— 
but on the basis of a much briefer 
capacity statement in which zach appli- 
cant sought to demonstrate that it had, 
for example, a good management track 
record, a competent staff and board, 
and experience in organizing. Site visits 
also were made. For the most part, we 
chose community groups with organizing 
experience in economic development 
and sought to complement them with 
crime prevention programs, though some 
youth service agencies also were chosen. 


Planning’ 


After selection, each organization 
undertook a planning period of roughly 
six months. A Northwestern University 
survey of community residents was 
undertaken by telephone to collect infor- 
mation on victimization, fear, quality of 
life, and perceptions of the neighbor- 
hood’s problems. In-person interviews 
were undertaken with community lead- 
ers and members of the business commu- 
nity. Northwestern’s evaluators guided 
the assessment, but the interviews were 
administered as often as possible by 
community residents to give them a 
stake in the program. The assessment 
then was quickly written up by North- 
western and presented to the community 
organization. The document became an 
objective basis for planning the program. 
Was unemployment a major problem? 
Were older women being mugged on the 
way back from shopping? Would some 
businesspeople move out unless the com- 
mercial strip was made more secure? 
Through a series of small town meetings 
to which all persons in the neighborhood 
were invited, the community organiza- 


tion created a program tailored to the 
community’s specific needs. - 

Program dictates did not trickle down 
from the Eisenhower Foundation, 
except to specify the general framework 
in which each locality addressed the 
causes of crime—for example, through 
employment training and variations on 
extended families—reduced opportuni- 
ties for crime, and created a financially 
self-sufficient mechanism for carrying 
on the program after the initial 30 
months of support had ended. We pro- 
vided a guidebook that summarized all 
past significant programs by others -on 
the causes of crime, opportunity reduc- 
tion, and financial self-sufficiency. The 
local organization often drew on these 
ideas but also developed its own 
solutions. 


Implementation 


After a work plan bubbled up over 
the planning period, the program ran 
for about 24 months, a period of time 
that past experience suggested was the 
minimum over which to expect positive 
results. The community survey then was 
repeated in the neighborhood where the 
program operated as well as in acontrol 
neighborhood. Along with “before” and 
“after” measures of changes in high-risk 
individuals involved in the program, the 
“before” and “after” community surveys 
allowed us to measure for success. If the 
program made good progress, we con- 
tinued to assist the community organiza- 
tion in reaching the goal of financial 
self-sufficiency. We sought quids pro 
quo from local businesses by communi- 
cating successes—in reducing crime and 
fear, for example—pointing out that 
these successes help business, and asking 
for financial support to help continue 
the program. We also assisted local 
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organizations in better using the media 
to generate free publicity, which can 
` lead to financial support, and in begin- 
ning for-profit enterprises that chan- 
neled funds into crime prevention. In 
selecting community organizations to 
participate, the Eisenhower Foundation 
usually looked for multifaceted opera- 
tions that drew streams of income from 
_many sources, some of which—like 
housing syndication—could be used to 
help finance the ongoing program. 


Measures 


The Northwestern University evalua- 
tion sought to measure whether localities 
implemented their programs as planned, 
achieved intermediate outcomes, were 
successful with ultimate outcomes, and 
created financial self-sufficiency. For 
opportunity reduction—measured by 
the community survey—intermediate 
measures included greater social cohe- 
sion and less fear, while ultimate mea- 
sures included less crime. For strategies 
that tried to address more the causes of 
crime, measured in a supplemental 
Eisenhower Foundation evaluation by 
following specific high-risk youths over 
time, intervening measures included 
higher self-esteem and more goal setting 
by youths, while ultimate measures 
included less criminal recidivism, less 
drug use, and higher employability. 
Financial self-sufficiency for the commu- 
nity organization that ran the program 
was defined as acquiring the means to 
continue on at least 12 months after the 
30. months of initial funding. 


~ PRELIMINARY EVALUATION 
FINDINGS 


At the time of this writing, prelimi- 
nary evaluation results are available for 
8 of the 10 sites in the national program: 


pa 
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Baltimore, Boston, the Bronx, Brook- 


Iyn, Cleveland, Minneapolis, Philadel- 


phia, and Washington, D.C. 

Table l summarizes what is known at 
this early stage. It specifies how much 
money was raised initially by the Eisen- 


hower Foundation for the local group to’ 


plan and run its program for 30 months, 
documents how much more the group 
raised over the 30 months, shows the 
primary strategies that bubbled up, 
reports on whether they were imple- 
mented as planned, asks if there were 
any positive intermediate outcomes, 
breaks out the intermediate outcome of 
fear reduction, assesses the ultimate 
goal of crime reduction, and shows 
progress made toward achieving finan- 
cial self-sufficiency after the initial 30 
months. i 


The process of 
implementation 


Each site created its own work plan. | 


The Northwestern evaluation assessed 
whether sites were able to implement 
their plans. It “is accurate to conclude 
that at every site considerable effort was 


f 


made to follow the unique community . 


anti-crime. model proposed ... . at the 


_inception of the Neighborhood Pro- 


gram.”!7 The flexibility afforded the 
neighborhood organizations in the con- 
struction of their work plans contributed 
to the development of a number of 
creative, community-evolved strategies, 
in the opinion of the evaluators. Exam- 
ples included a crackdown on prostitu- 
tion in Minneapolis, youth crime preven- 
tion clubs that developed breakdancing 


17. Susan F, Bennett and Paul J. Lavrakas 
with Betsy Lindsay, “Interim Evaluation Report 
on the Eisenhower Foundation Neighborhood 
Anti-Crime Self-Help Program” (Manuscript, 
Northwestern University, 1987), p. 1. 
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How much was 
ralsed through 
natlonal seed 
funding and 
local matches 
for the first 

30 months of 
local work? 


What was the 
value of addi- 
tional resources 
leveraged during 
the 30 months? 


What were the 
Primary strategies? 


Was there success 
in implementing 


strategies as planned? 


Were there any 


positive Intermediate 


‘outcomes In the test 
neighborhood com- 


pared to the control? 


Was fear reduced 

in the test nelghbor- 
hood compared to 
the control? 


Was less crime 
reported to pollce 
in the test neighbor- 
hood compared to 
the control? Or 

was there less 
deviant behavior 

by targeted 

at-risk youth? 


Did the program 
achieve financia! 
self-sufficiency? 


PRELIMINARY EVALUATION RESULTS 


Baltimore 


$57 ,000 


$74,500 


Youth crime 
prevention clubs 

Athletic league 

Block watches 


Yes 


Yes; Increased 
resident awareness 
of problems 


No 


No 


Yes; over $30 000 
in continuation 
grants 
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TABLE 1 


Boston 


$62 000 


$107 500 


Youth crime 
prevention clubs 
and breakdancing 
rap groups 

Family and nelgh- 

borhood media- 

tion 


Yes 


Yes; community 
youth bacame 
knowledgeable 
of the antl-crack 
breakdancing rap 


Not applicable* 


Yes; breakdancers 
had very low drug 
uset 


Yes; over $197,000 
in continuation 
grants 


Bronx 


$60 ,000 


$7 500 


Building and 
street patrols 
Job development 

and referral 
Drug counseling 
Boy and girl 
scouts 


Yes 


Yes; more resident 
satisfaction with 
neighborhood 


Yes 


Questions remain! 


‘Yes; over $62,000 


in continuation 
grants 


Brooklyn 


$58,0C0 


$92,500 


Block organizing 
Citizen patrols 


„Youth zouncil 


Job counseling 


Yes 


Yes; improved 
quality of life 
perceived by ` 
residents 


Yes 


Questions remain? 


Yes; use of income 
from security busl- 
ness to fund other 
crime prevention; 
over $53,000 in 
continuation 
grants 


Cleveland 


$50,000 


$17 500 


Block and 
home security 
organizing 
Youth recreation 
and tutoring 
Victlm advocacy 


Yes 


Yes 


Yes; over $1800 
in continuation 
grants; incorpo- 
ration into clty- 
wide funded 
program ` 





SOURCES: Eisenhower Foundation National Nelghborhood Program; preliminary evaluation 


reports by Northwestern University and by the Elsenhower Foundation. 


*Fear reduction communitywide was not an appropriate goal because the program concen- 


trated on changing Individual youths rather than on impacting residents communitywlde. 


t These findings are tentative; they still need to be validated through addition measures and 
more complete comparisons to control groups. The findings are based on supplementa! evaluations 
that are being done by the Elsenhovser Foundation, not Northwestern University. 
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Miami Minneapotis Newark Philadelphla Washington, D.C. 
$50,000 -$51,000 $60,000 $71,000 $50,000 
$31,500 $7 500 $7 500 $37 500 $7 500 
Youth entre- Prostitution and Block watch Block clubs Employment 
preneurial anti-drug braak- Prevention and patrols training and 
training down with police seminars and Street lighting placement in 
Youth cultural Block and apart- newsletters Youth recreation weatherization 
arts program ment clubs Youth tutoris! and employment business 
Victim-~witness Youth employment program Victimavitness Extended-famlly 
assistance Graffitti removal program supports 
by youth 
NYAS Yes NYAS Yes Yes 
nya’ Questions remain? = NYA® Questions ramein* Yes; improved job 
skilis: empowerment 
of youth; social 
bonding among 
youth; satisfaction 
of customers of 
business 
nyas Questions remain? NYAË No Not applicable* 
NYAS Yes; prostitution | NYAS Questions remain? Yes; reduced drug 
arrests in test area involvement by 
deciined compared employsest 
to city as a whole 
NYAS Yes; over $44,000 NYA® Yes; approximately Yes; $250,000 grant 
in continuation $30,006 in continu- to capitalize weather- 
grants ation grants ization business; over 


$50,000 In other 
grants; over $250,000 
in new contracts for 
the business 


*There appeared to be positive change in both the test and the control neighborhood. in part 
this may have been because our program as well as other community initiatives had an impact on 
the contro! neighborhood or because of police statistic breakdowns that did not conform to our 
neighborhood boundaries. Henca we cannot be certain hera that our program had a positive effect 
on the test neighborhood compared to the control. 

$ Information from the evaluation Is not yet avallable. 
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raps in Boston, and the spin-off of the 
Washington, D.C. ; Drogrannto a sepa- 
rate organization. 


In those programs where community involve- 
: ment was encouraged, it seemed that the 
program also increased leadership develop- 
ment and collective problem-solving skills of 
residents. . . . [For example,] Cleveland 
Advisory Council members expressed satis- 
faction. with their increasing ability to deal 
with community problems . . . and their 
‘growing reputation locally for having “posi- 
tive” programs to propose (rather than just 
complaints about local problems). Such gains 
in collective problem-solving abilities are 
particularly important in communities such 
as these, in which resources tend to be scarce 
and problems plentiful. !8 


Overall, Northwestern concluded 
that, particularly considering the 
amount of resources expended, it was 
“aware of no other national, multi-site 
anti-crime demonstration program that 
was implemented as close to its original 
mandate.”!9 — 


Intermediate and 
ultimate outcomes 


Positive intermediate outcomes were 
identified for almost all eight sites. For 
the six of the eight sites where a serious 
attempt was made to reduce fear commu- 
nitywide, there was success by at least 
‘three of the programs—those in the 
Bronx, Brooklyn, and Cleveland. 
Among the same six sites, only one— 
Minneapolis—had what could be called 
unequivocal success in reducing crime 
communitywide. In this case, the mea- 
sure was fewer arrests for prostitution 
by police in the target neighborhood, 
compared to the city as a whole, after 
the antiprostitution crackdown orga- 


18. Ibid., pp. 2-3. 
19. Ibid., p. 2. 


nized by the Whittier Alliance with 
police cooperation. For three other sites 
where communitywide crime reduction 
was seriously attempted—the Bronx, 
Brooklyn, and Philadelphia—police 
reported that crime declined in both the 
test and control neighborhoods. In part 
this may have been because our program 
as well as other community initiatives 
had an impact on the control neighbor- 
hood or because of police statistic break- 
downs that did not conform to our 
neighborhood boundaries. Hence we 
cannot be certain here that our program 
had a positive effect on the test neighbor- 
hood compared to the control. — 

Attempts to reduce crime community- 
wide in the six sites aside, two other 
programs—in Washington, D.C., and 
Boston—focused on specific high-risk 
youths rather than on geographic areas. 
In each of these programs, there is some 
preliminary evidence that crime and 
drug involvement declined among the 
youths involved in the program and that 
other youths also were positively 
influenced. 

Without extensive descriptions of 
each site, illustrations can be given of 
program impacts in three locations where 
there were apparent successes: Washing- 
ton, D.C., Brooklyn, and the Bronx. ~ 


Washington, D.C.: reducing drug 
dealing and abuse 


The program with the closest affinity 
to Argus, Centro, and Umoja was in 
Washington, D.C. Ea 

Work began through organization of 
residents in the Adams-Morgan neigh- 


. borhood against crime and drug traf- 


ficking to create a more secure setting 
for the low-income housing rehabilita- 
tion of Jubilee Housing, Inc. Jubilee is 
the national model for developer James 


f 
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Rouse’s Enterprise Foundation. 

After. a number of false starts and a 
change in program directors, one com- 
ponent of the overall effort began to 
dominate and eventually spun off as a 
separate organization, called Around 
the Corner to the World (ACW). ACW 
started several enterprises that employed 
high-risk youths and ex-offenders. The 
most promising was a: weatherization 
business. As the business began to 
emerge, the Eisenhower Foundation, 
working with ACW, secured a $250,000 


_ grant from the federal Office of Commu- 


nity Services in the Department of 
Health and Human Services to better 
capitalize the’business. . 

In addition to being employed through 
ACW, the staff of workers, who number 
10 to 15 at any one point in time, meet as 
an extended-family-type peer support 
group to deal with work and personal 
problems. They also serve as role models 
to younger people in the community in 
various formal and informal activities. 
At the same time, ACW has expanded 
its influence in the community through 
the membership of staff and trustees on 
local bodies, like the Adams-Morgan 
Community Development Corporation, 
the Police Advisory Committee, and the 
Neighborhood Planning Council. The 
program director says that “our whole 
civic involvement has become more 
sophisticated—to enfranchise those 
who had been disenfranchised in our 
community. ”20 

A key part of the evaluation followed 
11 ACW workers over 1985. and 1986. 
Their mean age was 24. There were eight 
men and three women. Many were con- 
sidered high risk. 


20. Bennett. and Lavrakas, “Report: for -the 


_ Washington, D.C. Program,” p. 47. 
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. There were a number of positive 
intermediate outcomes. For example, 
employees assessed their job skills upon 
joining ACW and then again after some 
employment experience. There was a 
significant improvement of skills, such 
as math, budgeting, and tool use, in five 
of seven categories. Supervisors reported 
improvement in.80 percent of the skill 
areas that were assessed.2! 

In the community where ACW work- 
ers live, there are many pressures to opt | 
for the illegal labor market on the street 
and take. part in. activities like drug 
dealing. These pressures conflict with 
the emphasis—through both the employ- 
ment and the extended-family supports—- 
on the legal labor market at ACW. 
When we tried to assess how ACW 
members dealt with this conflict, 80 
percent of the workers said that they 
spent time with other ACW workers, 
largely in social and sporting events, for 
an average of 2 hours per day. They had 
not abandoned street friends, possibly 
including those working in illegal labor 
markets. But, because most ACW em- 
ployees had expressed concern with the 
street, their choice to spend time together 
can be viewed as’a form of social 
bonding against street-corner ` ‘life- 
styles. - 

Another intermediate outcome’ was 
satisfaction of customers of the weather- 
ization business with the work done by 
ACW. In this sense, the ACW program 
improved the quality of life in the neigh- 
borhood. In a poll of residents who had 
had their homes weatherized, 93 percent 
of the 69 who completed a consumer 
survey were satisfied with the services. 


21. “Evaluation Report on the Adams- 
Morgan Home Improvement Business and Youth 


' Self-Sufficiency Project” (Manuscript, Eisenhower 


Foundation, 1987), pp..8-10. 
_ 22. Ibid., p. 16. 
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Spontaneous comments made repeatedly 
were “many thanks” and “please call 
again.” A related indicator came from 
interviews with a small sample of com- 
munity leaders, who were able to cite 
examples of contributions that the orga- 
nization had made to the community. 

. In terms of intermediate outcomes 
for the individual youths involved in the 
business, one community resident 


` concluded: 


I think that he [the project director] has 
instilled in the hearts and souls of disadvan- 
taged kids a feeling of pride and that perhaps 
there’s a constructive purpose in life and a lot 
of inner-city people don’t have that. I think 
regardless of what happens to the program if 
he can convince the kids that they are 
contributing members of society, that’s 
terrific.24 


This view is equally apparent in dis- 
cussions with work-team leaders.. For 
example, one leader reported: 


ACW is a good place to learn about my- 
self... . There’s a lot of things you can learn 
about here. It’s just up to you to doit....] 
got more skills now. Before, I didn’t think I 
could put a window in or nothing. But I can. 
Now I think, let metry and see if I can do it. 


In terms of ultimate outcomes, the 
principal question is whether the 11 
ACW workers were involved in less 
crime and drug-related activity during 
the program than before they began the 
program and, for those who left the 
program, after they left it. Preliminary 
evidence from interviews with staff lead- 
ers suggests that the answer is acautious 
yes. At the writing of this article, we are 
gathering additional information from 
police reports and self-report question- 
naires. We are comparing the cohort of 


23: Ibid., p. 19. 

24. Bennett and Lavrakas, “Report for the 
Washington, D.C. Program,” p. 49. 

25. Ibid., p. 56. 


ACW workers to a group of youths who 
were not exposed to an ACW type of 
experience over the same time. 

One ACW worker is Anthony. When 
Anthony—a pseudonym—came to 
ACW looking for ajob in the weatheriza- 
tion business, the team leaders in the 
extended-family sessions felt that he was 
not communicating openly, and they 
denied him employment. As it turned 
out, he was involved in the manufacture 
and distribution of drugs, for which he 
was apprehended. He came back. to 
ACW on probation. He acknowledged 
the crisis in his life, stopped his drug 
involvement, and convinced the team 
leaders that he was being more open 
with them. Anthony then became an 
extremely zealous worker, to the point 
where he ran into what staff called ego 
problems with his supervisor. He quit, 
started hanging around the street again, 
but stayed in a program begun with 
ACW to study for the general education 
diploma. Finally, he came back to ACW 
and initiated a heart-to-heart talk with 
his supervisor. ACW staff predict that 
there may be other crises, but that they 
will become less and less severe. 

Or take Belinda, who came to ACW 
when her husband was a major drug 
trafficker and she also was involved. 
With the knowledge of this involvement 
the team leaders were reluctant to hire 
Belinda, but she argued that the whole 
point of ACW was to give people like 
her a chance, and so she was hired. At 
first, she was defensive and kept to 
herself. Gradually, she opened up at 
team leader sessions, and it became clear 
that her family problems were much 
greater than anyone had understood. 
Her husband was abusing Belinda and 
her children and taking most of her 
earnings. Through counseling, group 
support, and continued employment, 
Belinda gained confidence, told her hus- 
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band to leave, disassociated from drug 
activity, and stopped taking medication 
for a nervous condition. She still is 
struggling but has broken out of her 
earlier mind-set, in the view of ACW 
staff. 

While not really high-risk when they 
joined. ACW, other workers also have 
been given: the opportunity to grow 
personally as they have been employed. 
They have become role models—emo- 
tional rocks of stability and surrogate 
mothers and fathers for the next wave of 
employees coming into ACW. 

ACW has problems, the biggest being 
stop-start funding of contracts from 
local government. In addition, as sug- 
gested by Jeffrey Fagan, there is reason 
to believe from preliminary evaluation 
findings that crime-related behavior only 
diminishes, and then not entirely, during 
direct involvement in the program.?6 
More time is needed to follow the emo- 
tional development and job mobility of 
employees, as well-as the economic 
viability of the business. But the evalua- 
tion report to the federal government on 
the capitalization grant concluded that 
ACW is a potential model “for how 
economic and human capital develop- 
ment ...can both be pursued, without 
either having to be sacrificed for the 
other. ”27 


Brooklyn and the Bronx: | 
reducing fear and nnprOvng. 
quality of life 


The programs in Brookiva and the 
Bronx perhaps best illustrated how com- 


26. Jeffrey Fagan, “Neighborhood Education, 
Mobilization, and Organization for Juvenile 
Crime Prevention,” this issue of The Annals of the 
American Academy of Political and Social 
Science. 

27. “Evaluation Report on Adams-Morgan,” 
p. 20. 
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munity organizing: and opportunity 
reduction can be successful in improving 
the quality of life and reducing fear in 
some of the most devastated inner-city 
neighborhoods in the United States. ° 

The Local Development Corporation 
(LDC) of East New York was established 
in 1979 to increase employment oppor- 
tunities for East New York and Browns- 
ville residents. When its crime preven- 
tion work began in 1984, the LDC was 
in the middle of developing the East 
Brooklyn Industrial Park, had estab- 
lished an industrial security patrol, had 
begun a job training and employment 
service through the local private industry 
council, and was planning to develop a ` 
commercial strip.” 

The primary anticrime initiative of 
the LDC was to organize, with assistance 
from Volunteers in Service to America 
(VISTA), block associations in as many 
blocks as possible to make the neighbor- 
hood more secure for the economic. 
development and associated generation 
of employment for neighborhood resi- 
dents. By the end of the grant period, the 
VISTAs had contacted at least one 
resident in each of the 102 blocks in the 
neighborhood. Of these blocks, 78 had a 
block association, and 73 associations 
implemented opportunity-reduction 
crime prevention. Trained by the police, 
two block watch members patrolled a 
subway stop in the neighborhood, 
reported crimes in progress, and gave ' 
descriptions of suspects to police.” 

The Brooklyn program experienced 
more positive changes in intermediate . 
variables in the target neighborhood 
versus the comparison neighborhood 


28. Eisenhower Foundation, “Local Develop- 
ment Corporation of East New York Organizes 
Brooklyn,” Challenge eile Within, p. 6 (Winter 


. 1986). 


29. Ibid. 
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than any other program in the demon- 
stration. For example, resident aware- 
ness of the LDC and its crime prevention 
improved, as did contacts between resi- 
dents and police. There alsc was some 
reduction in residents’ fear of crime and 
some increase in perceived quality of 
life, although the evaluation could not 
unequivocally say that the program 
reduced crime in the target as compared 
to the control neighborhood.” 

The program in the Bronx was run by 
the Mid-Bronx Desperadoes Commu- 
nity Housing Corporation (MBD), a 
coalition of civic, church; block, and 
tenant associations that banded together 
in the 1970s because of a desperate need 
for housing. MBD has renovated almost 
600 apartment buildings and manages 
property like the new housing units on 
Charlotte Street, where three U.S. presi- 
dents have visited to see the devastation 
of the Bronx.?! 

Central to MBD’s crime prevention 
work are patrols designed to make the 
community safer for continued housing 
rehabilitation and new development of a 
commercial strip. Cooperating with the 
Forty-second Precinct police and already 
established building associations, MBD 
has trained almost 200 tenant patrol 
volunteers, who work mostly in the 
early evening hours to sce that people 
coming from work arrive hame safely 
and that no strangers come into the 
buildings without being checked. At the 
game time, neighborhood residents are 
trained by the police to function as a 
street patrol, providing extra eyes and 


30. Susan F. Bennett and Paul J. Lavrakas, 
“Process and Impact Evaluation Report for the 
Brooklyn Neighborhood Program” (Manuscript, 
Northwestern University, 1987), pp. 18-79. 

3]. Eisenhower Foundation, “Desperadoes 
Tackle Crime-in the Bronx,” Challenge from 
Within, p. 10 (Spring 1985). 


ears to detect and report street crimes: 
The patrollers are linked by two-way 
radios to a base station located in an 
office provided by Property Realty Cor- 
poration and staffed by volunteers. 
Patrollers have’special jackets and iden- 
tification badges and patrol in teams 
during day and evening hours. As a 
result of all the volunteer activities, 
relations with the police, which always 
were very good, have become better. 
All-day retreats have been established 
for police, students, parents, and teach- 
ers for the purpose of jointly finding 
solutions to related problems, like drug 
dealing and abuse.?? 

This activity appears to have had an 
effect. When comparisons were made to 
the contro] neighborhood, it was found 
that the Bronx target neighborhood 
experienced a decline in the fear of crime 
that was greater than any decline in fear 
due to the other efforts across the nation. 
There was, however, no measured decline 
in crime.33 

To be consistent with the criticisms 
made earlier of using fear reduction as 
the sole criterion for success, the findings 
in Brooklyn and the Bronx must be 
treated with caution. However, in each 
program, fear reduction was achieved 
by an organization that planned to use 
greater perceived resident security as a 
means of promoting more housing reha- 
bilitation or commercial economic devel- 
opment. The rehabilitation and develop- 
ment were linked to more employment, 
including potential employment for 
high-risk neighborhood youths. They, 
together with employment, provide a 
longer-run opportunity to better address 


32. Ibid., p. 11. 

33. Susan F. Bennett and Paul J. Lavrakas, 
“Process and Impact Evaluation Report for the 
Mid-Bronx Neighborhood Program” (Manu- 
script, Northwestern University, 1987), pp. 71-76. 
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the causes of crime. The fact that both 
the Brooklyn and the Bronx programs 
are carrying on, in financially self-suffi- 
cient ways, increases the likelihood that, 
over time, the perceptual changes among 
residents because of the program will 
not simply be used as public relations 
gimmicks but may be converted into 
actual crime reduction. . 


er TN 


Based on these illustrations, it should 


not be surprising that perhaps the most 
successful single component in the na- 
tional program was financial self-suffi- 
ciency. Of the eight programs with infor- 
mation available, every one was able to 
raise additional resources and carry on 
in one form or another after the original 
6 months of planning and 24 months of 
implementation. At this writing, all 
groups appear to be carrying on indefi- 
nitely—and not just for 12 months, our 
operationalized definition of “financial 
self-sufficiency.” Table 1 shows that, 

collectively, these eight groups raised, 

often with our technical assistance, over 
$292,000 during the 30 months in addi- 
tion to our initial funding and over 
$980,000 in continuation funds, includ- 
ing contracts from newly created busi- 
ness and other income-generating activ- 
ities. This $292,000 plus $980,000 equals 
$1.272 miliion, which greatly exceeds 
the $459,000 in program funds that 
we initially raised for the eight 
organizations. 

The vehicles for self-sufficiency varied 
widely. Most promising was the $250,000 
capitalization grant for the ACW busi- 
ness in Washington, D.C. In Brooklyn 
and the Bronx, income from economic 
development and security company work 
helped to cover other crime prevention 
activity. In Cleveland, the community 
organization formed a coalition with 10 
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other groups and obtained funding from 
local government, state government; and 
foundations. In Baltimore, a Self-Help 
Fund was established by corporations. 
In Boston, almost $200,000 was acquired 
from government, foundations, and cor- 
porations through traditional fund- 
raising. 

For programmatic continuity, self- 
sufficiency fund-raising had to begin 
well before evaluation outcomes became 
available. Funds were raised even for 
programs that later turned out to have 
only limited impacts. It cannot be ex- 


. pected that local support will continue: 


once unpromising results are communi- 
cated to funders. However, the national 
program was ambitious from the start in 
anticipating that positive results could 
be expected after only 6 months of 


planning and 24 months of implementa- ` 


tion. The success with financial self- 
sufficiency suggests that, except in cases 
of total failure, local funders may well 
understand how difficult it is to be 
successful with any programs of this 
nature in devastated inner-city neighbor- 
hoods. Modest progress, combined with 
refinements based on the initial experi- 
ence, may prove a sufficient formula for 
continued and new. support. 


THE FUTURE .. 


There is considerable room for im- 
provement when it comes to building on 
the lessons of the 10 sites. We must do 
better in actually reducing crime and not 
pretend that success is at hand through 
positive results with intermediate out- 
comes like fear reduction. Except for 
Washington, D.C., and Boston, strate- 
gies for addressing the causes of crime 
and for proceeding along the lines 
of Argus, Centro, the Community 
Boards, and Umoja were insufficiently 
developed. 


é 


$ 
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There were other shortcomings. The 
original plan was for very modest self- 
help budgets, with money only for a full- 
time director and some support costs. If 
more staff, space, and equipment were 
needed, the project director had to find 
additional funding. In retrospect, it 
would have been wiser to provide for 
two staffers, one to lead the way with 
youth-oriented employment, education, 
and extended-family initiatives and one 
for opportunity-reduction community 
organizing. In addition, the opportunity 
reduction was not as tightly linked to 
economic development in any of the 
sites as it was in Brooklyn and the 
Bronx. Also, most sites had turnover in 
the position of project director. Two of 
the sites had four project directors 
during the grant period; at only three 
sites did the project director last through 
the entire program. The turnover had a 
negative impact on the momentum and 
continuity of the local program. The 
relatively low salaries that were offered 
made it difficult to attract and retain 
qualified staff. The demanding nature of 
the job contributed to burnout. Finally, 
from a research point of view, we need 
to reduce the cost of evaluations, develop 
more measures that follow high-risk 
youth over time, and, to the extent that 
communitywide surveys are used, avoid 
designs where interventions may con- 
taminate control neighborhoods. 

These problems are typical for most 
community programs and point to the 
need for a much broader funding base— 
beginning, in my view, with federal 
government funding directly to inner- 
city neighborhood organizations and 

_ matched by private sector resources. 

There is much more on the positive 
side of the ledger. We have demonstrated 
that modestly funded initiatives that 

begin to address the causes of crime can 
ss 


x 


be mixed with opportunity reduction 
with considerable, if guarded, success in 
our most deteriorated inner cities. We 
have shown that such progress is possible 
with inner-city community organiza- 
tions, rather than police, in the lead, 
even though police can and should play 
an important supporting role. For under 
$2 million, our 10 site initiatives, led by 
community organizations, appeared to 
result in a significantly higher percentage 
of successes than, say, the two-site 
police-led Houston-Newark experiment, 
which cost over $2 million and did not 
integrate crime prevention with eco- 
nomic development. Nor did the Hous- 
ton-Newark police experiment produce 
our additional and self-sufficiency fund- 
ing of well over $1 million. This is not to 
downplay the need for more community- 
based policing.>4 The need is especially 
great in inner-city locations where com- 
munity-based citizen groups have not 
yet sufficiently organized. But, based on 
the preliminary evidence available from 
the work presented here as well as the 
findings of Jeffrey Fagan, we must 
seriously question whether a portion of 
the immense budget now allocated to 
the criminal justice system could not 
better be channeled to the more cost- 
effective programming possible from 
qualified community organizations. 
The future lies in a new generation of 
demonstrations, building on our experi- 
ence to date, that more closely replicate 
Argus, Centro, the Community Boards, 
and Umoja. The future les as well in 


34, On community policing, see Sherry Sylves- 
ter, “Crime Prevention and Criminal Justice: In 
Search of a Silver Bullet,” this issue of The Annals 
of the American Academy of Political and Social 
Science; Lee P. Brown, “Innovative Policing in 
Houston,” ibid.; Rake, “Crime Control and 
Police-Community Relations.” 

35. Fagan, “Neighborhood Education.” 
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public policy advocacy that communi- 
cates the progress that has been made 
with community-based alternatives to 
criminal justice spending. © 

In certain ways, the coming years 
may mark a crossroads in the notion of 
community-based crime prevention. 
Will it reflect a truly grass-roots process 
of citizen empowerment that addresses 
the underlying issues? Or will official 
agencies co-opt citizens and use public 
relations gimmickry to camouflage more 
basic and continuing problems? 


89 


= The ultimate outcome will depend 
both on the human and management 
skills of those self-help programs bubbl- 
ing up from the grass roots and on the 


‘political and communication skills of 


those facilitating the resources and 


` affecting attitudes at the national level. 


The potential for a national U.S. policy 
that truly addresses the causes of crime 
is greater and more cost-effective than 
many would imagine in the late 1980s, 
but there is little room for excess 
optimism. 
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Running in Front of the Bear: 
National Policy and City Reality 


By SYLVESTER MURRAY 


ABSTRACT: The notions of neighborhood, family, and employment 
provide individuals with identity, self-esteem, status, and respect from 
others who are significant in their lives—all of which serve as disincentives 
for committing crime. To change from the present misconception that the 
criminal justice system prevents crime to a more promising policy 
addressing neighborhood, family, and employment, we must pursue 
programs that are equitable, rather than necessarily equal, and understand 
that-what we call welfare benefits for the poor are called fringe benefits for 
people who are better off. i 


Sylvester Murray has been city manager of Ann Arbor, Cincinnati, and San Diego. 


90 


NATIONAL POLICY AND CITY REALITY | 


Y thoughts take me to the two, 


campers who were trying to out- 
run a bear. One friend looked at the 
other and said, “This is stupid. We will 
never be able to outrun that bear.” His 
friend said, “I’m not trying to outrun the 
bear. I’m trying to outrun you.” Think 
about that. The bear need only eat one 
‘person. This disunity is what is hap- 
pening in our society. We very often 
assume that we are moving together, 
solving problems together, but one of 
our companions recognizes the fact that, 
when the first person falls, the bear also 
stops running. 

The Eisenhower Foundation has given 
us a national policy agenda that speaks 
to building neighborhoods, strengthen- 
ing families, and providing employment 
opportunities. These three agenda items 
appear to beso rational. In local govern- 
ment, however, and I suspect in federal 
and state government, the current poli- 
cies do not follow this agenda. In the city 
of San Diego, where I was city manager, 
we dealt with a policy that said we 
needed more police, more judges, more 
jails, and more district attorneys. When 
we set priorities in our local communt- 
ties, these needs often are what oug 
policymakers say are good priorities to 
have. | 

Localities are not alone. The federal 
government has increased the number 
of district circuit judges tremendously. 
As we cut back programs through 
Gramm-Rudman nationally, we reduce 
or eliminate initiatives that might deal 
with neighborhood, that might deal with 
family, that might deal with equal em- 
ployment opportunity. We have not cut 
back on judges, we have not cut back on 
jails, and we have not cut back on 
district attorneys. 

Why would neighborhood, family, 
and employment opportunity be a much 
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better way of looking at a national 
policy? Because it would be a positive 
approach that concentrates on human 
beings before they are tempted to com- 
mit crimes. It is a prevention approach 
that would benefit society generally 
rather than punish a criminal individu- 
ally. Our current approach to national 
policy has been to select nuisance crimes, 
such as automobile theft or house bur- 
glary, elevate them to a level of national 
emergency, and proceed to establish a 
policy of more police and more jails. We 
have failed to separate the criminal from 
the criminal act. We need to recognize 
that the dignity of a person, the self- 
worth of a person, how that person feels 
he or she is perceived by the socially 
significant people in his or her life will 


- all have an impact on that person’s 


behavior and therefore.on the family. If 
we had a family structure such that 
whatever a child did reflected on his or 
her sister, brother, and parents, then the 
child would have a reason for being 
concerned about his or her behavior. 
But we tell our children, “You make it. 
I’m giving you a start, but now you've 
got to get out there and make it on your 
own.” i 

What about strengthening neighbor- 
hoods? “Where are you from?” we almost 
always ask a new acquaintance. Why is 
that question asked? Possibly out of 
curiosity or in order to start a conversa- 
tion. But if it is asked in sincerity, it is 
asked to gain some sense of the type of 
environment in which the other person 
lives. The questioner can make an as- 
sumption, based on the environment — 
indicated, about how that person will 
act or react. The response to that ques- 
tion can be “Liberty City,” “Harlem,” 
“South Philadelphia”—and the ques- 
tioner will have a totally different impres- 
sion of the respondent from the im- 


92 - a . THE ANNALS OF THE AMERICAN ACADEMY 


pression that would have resulted had 
the reply been “La Jolla,” “Dallas,” or 
“Westchester County.” Nothing else need 
be said. So the peenverheoes is indeed 
important. 

The other question that people almost 
always ask adults is, “Where are you 
employed?” “What position do you 
hold?” or “What kind of job do you 
have?” When we look at name tags at a 
conference, we know that we are not 
going to remember every name. What 
we are particularly interested in is the 
employment information beneath the 
name. Dignity comes with positions, 
dignity comes with employment, dignity 
comes with jobs—-over and above 
money. Why do people run for office? 
Not because of money, but because of 
what they perceive to be the dignity and 
the acceptance that comes with the job. 
If I have something to lose by not having 
the right job or if I have any job and have 
something to lose, then people will 
correctly perceive that I am not going to 
do something that would bring shame to 
me, that would bring discredit to me, or 
that would cause me to be embarrassed. 


TWO SOLUTIONS 


All three elements, then—the family, 
the neighborhood, and the job—are 
very important. They provide self- 
esteem, status, respect, quality of life, 
and kinship with significant others. 
When a person has all of these, I believe 
that there is a propensity to decrease any 
type of criminal activity. This tendency 
occurs not only with adults; mt happens 
with children as well. If a six-vear-old is 
brought up to feel a certain way, he will 
not do certain things if he feels he is 
going to discredit his significant others. 

Yet, because of Gramm-Rudman, we 
have cut back on community develop- 


ment funds, revenue sharing, and neigh- 
borhood organization funds. At the 
same time, when crime increases, citizens 
tend to respond, “I’m scared; we need 
more police.” The assumption that police 
stop crime is inaccurate. Smart police 
officers run from crime, too. They buy 
their houses in neighborhoods that are 
not crime ridden, even if it means going 
out of the city. They are just as frightened 
as other citizens. 

What can we do? Let me make two 
suggestions. First of all, at the local 
government level, we need to make a 
distinction between equal and equitable. 
“Equitable” is a better term. Let me give 
an example from another city that I 
have managed, Cincinnati. There. we 
had suburban areas of single-family 
housing and we had a ccenter-city area of 
tenant buildings where poor people 
lived. One city service was garbage 
pickup. The physical attractiveness of a 
neighborhood makes a difference in 
how people feel living there. Our rule 
was that garbage had to be picked up 
one day a week. That was equal delivery 
of city services. For the single-family 
housing in the suburbs, picking up gar- 
bage one day a week did in fact make 
sense. The people there had garbage 
cans large enough to accommodate a 
week’s worth of trash. They could afford 
to buy larger containers of groceries and 
other goods at one time to last a longer 
period, thereby generating less trash. 
They went to the grocery store every two 
weeks, perhaps, and they compacted the 
garbage produced. 

In the poor neighborhood, : residents 
did not buy large containers of goods 
because they did not have that kind of 
money. They bought small containers of 
goods maybe twice.a week, so they had 
twice as much garbage, twice as much 
on the streets. Then why should the city 
not have had the garbage picked up 
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twice a week in the poor, neighborhood 
and still just once a week in the rich 
neighborhood? No, we could not do that 
because it was not delivering services 
equally. That is one of the things we are 
going to have to change about our life in 
cities. We are going to have to make a 
distinction between the equitable deliv- 
ery of services and the equal delivery of 
services. 

My second suggestion has to do with 
what we call welfare. To the average 
American, welfare is a transfer payment. 
We think of money given for work not 
done. But if the definition of welfare is 


money given for work not done, then it © 


ought to be applied to those of us who 
have paychecks. As a city manager, I 
was paid a significant salary. In addition 
to that, I received free health insurance 
even though I did not perform any 
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specific work for it. I received free 
expense allowances, a dental insurance 
program, and a free automobile. I did 
not perform any specific work for any of 
these benefits. Everyone who is employed 
receives, similarly, welfare benefits for 
work not performed. But these benefits 
are called fringe benefits—to make it 
sound good. At the same time, the 
family that really needs health insurance, 
dental insurance, and housing support 
receives what we call welfare. l 

In sum, we must do two things in this 
country if we are going to recognize that 
we ought to be about neighborhoods, 
family, and employment. We must dif- | 
ferentiate between equality and equita- 
bleness. And we must stop thinking that 
some people are better than others be- 
cause they receive fringe benefits while 
others receive welfare benefits. 
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and At-Risk Youth 
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ABSTRACT: The high rates of crime and violence in the United States 
reflect in large part the distress of one segment of our society, at-risk youth. 
The private sector has a leading role to play in addressing one of the root 
causes of alienated behavior among at-risk youth—unemployment. In the 
coming years, our economy will require the participation of all our young 
people if growth is to continue. Already, thousands of business volunteers 
are active in over 600 private industry councils around the country under 
the Job Training Partnership Act to oversee training programs for at-risk 
youth. These councils offer a means for developing the coordinated, 
holistic approach necessary for combating the multiple problems of at-risk 
youth. . 
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HE United States has many features 

that make it unique among nations. 
Sadly, one of these is a uniquely high 
crime rate. We all recognize that however 
significant the police and the criminal 
justice systém are in addressing crime as 
it occurs, real reduction in our crime 
rate requires policies that address the 
social pathology that gives birth to 
excessively high levels of crime and 
violent behavior. Many factors contrib- 
ute to this pathology, and its cure 
requires a coordinated attack from a 
variety of angles. 

The special concern of the organiza- 
tion I represent, the National Alliance 
of Business, is unemployment. No one 
doubts that an increase in unemploy- 
ment leads to an increase in crime. .The 
sense of frustration and despair that 
joblessness can provoke finds expression 
in a variety of ways: theft, substance and 
alcohol abuse, and spouse and child 
abuse. Programs that fight unemploy- 
ment fight crime as well. 

Yet we know that crime rates remain 
high in the United States whether unem- 
ployment.rises or falls. We recognize, 
moreover, that a disproportionate 
amount of crime is committed by youth 
_ whom we refer to as at risk. Any substan- 
tial reduction in our nation’s crime rate 
requires that we address effectively the 
problems of at-risk youth. 


ECONOMIC POLICIES AND 
AT-RISK YOUTH 


The National Alliance of Business 
was established in 1968 to enlist the 
services of business in a campaign to 
bring structurally unemployed Ameri- 


cans into our country’s economic main- 


stream. Simply put, the structurally un- 
employed are people who, for lack of 
education or training, are in danger of 


being not just unemployed but unem- 
ployable, people who could be jobless 
even in times of an economic boom. 

Over a year ago, we took a long look 
at the data on the labor needs of the 
American economy from the present 
day to the year 2000, as well as the data 
on the people who would be available to 
fill those needs. I think it is safe to say 
that we were all struck by the critical 
role today’s young people will be playing 
in tomorrow’s economy. Ifoureconomy -> 
is to grow as it is capable of growing, we 
must be able to use the talents of virtually 
all our young people, because the num- 
ber coming into the labor force is declin- 
ing. Yet the percentage of those young 
people who are at risk is increasing. 

We use the term “at-risk youth” to 
describe young people who are in danger. 
of dropping out of school and out of the 
labor market due to a variety of social, 
economic, and educational problems. 
Obviously, these are youth who are also 
very much at risk of leading lives marred 
by crime and violence. It is also as 
accurate to say that we as a nation are at 
risk if we do not address the problem. 

Current data on American youth, 
and predictions based on that data, tella 
story of impending crisis and pgs 
economic and social costs. 

Each year, about 700,000 high hool 
students drop out. Another 300, 000 are 
constant truants. In some of our'cities, 
the dropout rate is 50 percent. One out: 
of every four ninth-graders will not 
graduate from high school. One out of 
every eight 17-year-olds in this country 
is functionally illiterate. For minorities , 
and the poor, the rates are significantly 


higher. In Japan, in contrast, virtually _ 


every high school student graduates, 
and illiteracy has been reduced to the 
vanishing point. 

The lives of millions of our young” 
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people are marked by crime and despair. 
Young people under 21 account for 
more than half of all arrests for serious 
crimes, and young people are the victims 
of crime as well. Moreover, the involve- 
ment of the young in crima has been 
increasing over the last several decades. 
The homicide rate for nonwhite teens 
rose by 16 percent between 1950 and 
1978, while for white teenagers the rate 
jumped by 232 percent. 

The skyrocketing of drug and alcohol 
abuse among teenagers over the past 20 
- years hardly needs mention. During the 
period 1960-80, arrests of people under 
18 for drug abuse increased by an incred- 
ible 6000 percent. Arrests for drunken- 
ness among high school seniors rose by 
300 percent. 

Suicide rates for teenagers show simi- 
lar trends, up by 177 percent for white 
teenagers during the years 1950-78 and 
rising by 162 percent for nonwhites 
during the same period. 

Naturally, the sort of emotional dis- 
tress that these figures reveal carries 
over into sexual conduct as well. Over 
1.0 million teenage girls become preg- 
nant each year, and most of these do not 
marry. There are almost 2.3 million 
unwed, or never-married, mothers in the 
United States. Only half have high 
school diplomas, less than 40 percent 
have jobs, and over half end up on 
welfare. Teenage pregnancies cost the 
United States over $16 billion a year in 
welfare expenses alone. | 

Moreover, millions of children, our 
next generation, are being raised in 
poverty. The sad fact is that the number 
of children growing up in poverty has 
been increasing in this country, up from 
16.8 percent in 1975 to 21.0 percent in 
1985. For blacks and Hispanics, the 
rates are far higher—46.0 percent and 
39.0 percent, respectively. 
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One of the most dramatic effects of 
poverty is its impact on educational 
attainment. Only 43 percent of black 
young people who come from poor 
homes ever graduate from high school. 
For whites, the figure is not much 
better—a graduation rate of only 53 
percent. 

Uneducated young people cannot find 
jobs. Young people who enter their 
twenties with neither a high school 
diploma nor work experience are in 
great danger of spending a lifetime in 
idleness and frustration. Yet large num- 
bers of our youth, particularly minority 
youth, find themselves in this situation. 
For example, scarcely more than half of 
young black males aged 16-19 are in the 
labor force; less than one-third are em- 
ployed; and one-fourth have never been 
employed. 


ADDRESSING THE PROBLEMS 


' The picture of the phenomenon we 
call at-risk youth that I have just drawn 
is acomplex one. When trying to address 
the problems of at-risk youth, we find 
that although they can be analyzed 
separately they are interrelated and can- 
not be approached piecemeal. There is a 
ripple effect involved. Young people 
who regularly use drugs are less likely to 
do well in school, are more likely to 
engage in casual criminal behavior, and 
are less likely to develop stable employ- 
ment patterns. Young people who drop 
out of school are less likely to find 
employment and more likely to become 
involved with drugs and crime. In effect, 
these factors tend to assume the form of 
a circle of antisocial and self-destructive 
behavior. Young persons may enter the 
circle at any point, by using drugs, for 
example, or by committing petty crimes 
or dropping out of school. If they persist 


sy 


EMPLOYMENT, THE PRIVATE SECTOR, AND YOUTH | 97 


in such activity, however—if they remain 
on the circle—some or all of the other 
types of antisocial behavior will begin to 
appear in their lives. Moreover, these 
forms of behavior reinforce one another. 
The longer one is on the circle, the more 
difficult it is to leave. 


In addressing the problems of at-risk. 


youth, the National Alliance of Business 
seeks to break the circle by striking at 
the point of unemployment. This is our 
particular area of concern and expertise. 
High levels of youth unemployment 
have critical implications for our nation’s 
present and future productivity, security, 
economic competitiveness, and social 
stability. 

The combined efforts of public and 
private leaders, government, community 


organizations, and families will be cru- » 


. cial to addressing the issues facing our 
nation’s young people. Unemployment 
problems among young people cannot 
be solved in isolation, and success in 
moving at-risk youth into the economic 
mainstream can have a ripple effect of 
its own in reducing crime, drug use, and 
other undesirable forms of behavior. 

We believe that employment is a 
particularly significant point of entry in 
helping at-risk youth, for several rea- 
sons. First of all, there is the enormous 
impact that meaningful, gainful employ- 
ment can have on a young person. 
Second, at the present time, labor market 
conditions are favorable for youth 
employment, and they will be so for the 
next decade. Simply put, the number of 
young people will decline, while our 
economy, if it remains healthy, will 
create millions of new, entry-level posi- 
tions. Already some industries that hire 
large numbers of young workers are 
trying hard to fill all their available 
positions. | 


THE WINDOW OF OPPORTUNITY 


This demographic change provides a 
unique window of opportunity to con- 
centrate on employment and training 
for young people. We have the chance to 
reverse one of the most frustrating trends 
in American society, the consistently 
high unemployment rates for youth, 
particularly minority youth. We have 
the chance to prove to millions of at-risk 
youth that they have a place in our 
society. 

This is indeed a golden opportunity, 
but if we do not prepare our youth 
adequately it can turn into a trap. If we 
do not train and educate all our young: 
people, over the next ten years our 
economy could slide into a recession for 
lack of enough trained workers. 

It is an issue that affects national 
security as well as economic competitive- 
ness. At the present time, our military 
requires one in every nine young people 
in order to maintain its strength. In ten. 
years the youth population will decline - 
in numbers so drastically that the mili- 
tary will need one in three. If current 
rates of illiteracy, unemployment, ille- 
gitimate pregnancies, and drug and alco- 
hol abuse among our youth do not 
decline, there simply will not be enough 
qualified young people to go around. 

Enormous effort is required to develop 
even a simple coalition, to address a, 
single problem, in a single community. 
Obviously, the kind of coalition capable 
of meeting all the needs of at-risk youth 
is not going to be put together overnight. 
Youth coalitions will come together 
slowly, one step at a time. 

We need to operate at many levels 
and on many fronts, simultaneously, 
with various institutions operating in 
arenas where they have a comparative: 
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advantage. There is no one solution or 
national blueprint. Rather, the problems 
are multifaceted and broader than can 
be addressed by just one agency or 
institution. 

Past efforts have established a wide 
range of individual programs to address 
the problems of at-risk youth, but they 
have not achieved the overall results 
that had been hoped for. They have not 
focused on the extent to which these 
problems are interconnectel—a teen- 
ager misusing drugs or alcohol is likely 
to have problems in school and in 
looking for a job; a high school dropout 
is more likely to become involved in 
drugs or crime. 

We must adopt a holistic approach to 
the problems of youth, one that is aware 
of the ways in which these problems 
affect one another and one that can 
address these interrelationshtps. Such a 
grand strategy cannot be conceived, 
much less implemented, from Washing- 
ton. Both the federal and state govern- 
ments can do much to make a coordi- 
nated youth effort possible, but the 
actual coalition building must take place 
at the local level. 

It is critical to-business anc society at 
large that we meet this historic opportu- 
. nity successfully, but no single sector of 
our economy or society is equipped to 
deal with these issues alone. The effort 
must be a partnership between key ele- 

ments of the public and private sectors. 


PARTNERSHIPS AND THE 
PARTNERSHIP ACT 


_ For years now, we at the National 
Alliance of Business have been particular 
advocates of public-private partnership 
in the field of job training. This partner- 
ship approach is the basis of the Job 
Training Partnership Act (JTPA), which 
provides the framework for job training 


for the structurally unemployed in the 


United States. 

JTPA embodies a landmark concept 
in federal policy. that is systemized 
nationwide. At the local level, over 600 
private industry councils (PICs) set job- 
training policy and oversee the operation 
of training programs, in partnership 
with local elected officials. The PICs 
draw their membership from business, 
education, trade unions, community- 
based organizations, and other groups. 
Business members constitute a majority 
on each PIC and supply its leader. The 
average PIC has 25 members, .which 
means that well over 8000 business men 
and women are currently participating 
in the partnership. 

The key elements of this proven part- 
nership include 


—a business sense of ownership and 
meaningful participation in pro- 
gram decision making; 

—a uniform institutional structure 
shared by the public and private 
sectors for joint decision making; 

—protection of local flexibility to 
design programs and to budget 
resources most effectively; 

—state authority for setting overall 
‘policy, coordinating other public 
systems and resources, and ensur- 
ing fiscal integrity; 

—federally set performance stan- 
dards, to justify investment and 
measure accomplishment; and 

—broad participation of all the perti- 
nent institutions and individuals 
with expertise and interest in job 
training. l 

PICs are excellent vehicles for con- - 

vening and galvanizing community 
action. They are one of the few commu- 
nity institutions that have at the same 
table education, labor, business, and 
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community-based organizations. . 

We see potential for increasing the 
role of PICs in‘a number of human 
resource development areas, most partic- 
ularly that of at-risk youth. The private 
sector needs to be involved in a broader 
range of human resource issues because 
the private sector is where the jobs are, 
and private employers have a growing 
interest and stake in the success of 
human resource development efforts. 

- The institution of the PIC is often the 
only official forum where the business 
community feels that its voice on public 
human resource policies can make a 
difference. With the right leadership, the 
PIC can be the bridge, the. broker, the 
facilitator to .draw together the public 
and private community resources on 
specific labor market problems. 


JTPA assigns a variety of functions- 


‘to the PICs, but the act also intended 
that their ultimate role would be shaped 
by local initiative. A number of PICs 
have moved well beyond simple over- 
sight of JTPA programs, with impressive 
results. In some cases, an evolution 
' beyond the act began with better. coordi- 
nation among the employment service 
agencies. For others, better planning, 
joint programming, or coordination with 
welfare agencies and services, economic 
development, or specific schools and 
educational agencies helped expand the 
PIC Tole. _ 
l In dealing with youth, we are particu- 
“larly interested in increasing coordina- 


- tion with education. We know that basic 


diteracy skills are fundamental to em- 
ployability. According to Brad Butler, 
retired chair of the board of Procter & 


Gamble and chair of the Committée for 


` Economic Development’s Subcommit- 
tee on Business and the Schools, “Every 
. job currently being done by an illiterate 
can and will be done better and cheaper 


by a machine.” In the future; illiterate 
people will essentially be unemployable. 
We have millions of illiterates in this- 
country right now, and, frightening as it 
18, ee eee 
trend that must be reversed. | 

. We must start early. There is a grow- 
ing consensus about the need for pre- 
kindergarten programs that will estab- 
lish effective learning behavior at the 
outset of a child’s education. This is 
particularly true for. children growing — 
up in poverty, who lack the inyriad ` 
cultural advantages that most other chil- 
dren enjoy. 

Real improvement must be nade in 
the nation’s education system, and this 
effort will require contributions from | 
every sector. Wesee the PICs as offering 
a vehicle for this coordination. 


AN EXAMPLE 


An outstanding example of what a 
PIC can do, and one we are trying to . 


re-create in other sites around the coun- ` 


try, is the Boston Compact. Working 


through a PIC, the Boston business’ 


community agreed to give high priority ' 
to high school graduates from the city if 
the school system agreéd to institute a 
program to improve daily attendance, 
dropout rates, academic preparation, 
and job placement. 
Career-experience teachers | were 
assigned to participating schools by the 
Boston PIC to help achieve these goals. 
Area colleges, universities, and trade 
union apprenticeship programs have 


also joined the Compact, promoting the ©” 


school-to-work transition for graduating 
seniors. In 1985, one Boston official said, 


1. Brad Butler, Remarks delivered at “Youth: - 
2000,” Conference sponsored by the U.S. Depart- 
ment of Labor and Department of Health and . 
Human Services, Washington, DC, 10 June 1986: 
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eighty-seven percent of the high school grad- 
uates in Boston who got full-time jobs were 
placed by [the Boston Compact]. Right now 
in Boston, every young person who makes it 
through high school can be assured of going 
on to a job. No other high school system in 
the country can make that claim. 


Over the next two years, we will be 
working with seven cities to help them 
develop and implement their own ver- 
sions of the Boston Compact. Boston 
has the advantage of a booming local 


economy, which few other communities 
can match. Yet the Compact has had 
difficulty in reducing dropouts. We 
would like to improve on the Compact 
while learning from it. 

Impressive as its results are, the Com- 
pact is only part of the solution, oper- 
ating in only one city—but that is how 
partnerships begin. Every city needs to 
look at what its needs are, what its 
problems are, and what its resources 
are. 
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Public Policy, Crime, and the 
Hispanic Community 


By RAUL YZAGUIRRE 


ABSTRACT: Hispanics in America have experienced the greatest rise in 
poverty of any minority group during the 1980s. As a result, Hispanics also 
have experienced an increase in crime in their communities. Many of the 
federal government’s opportunity-creating programs have been abolished 
or drastically cut back since 1981, even though the best way to fight crime is 
to provide jobs. It is more cost-effective in the long term to provide funding 
for job-training programs as a crime prevention strategy. than to pay 
$30,000 per year to incarcerate an individual after being convicted of a 
crime that was committed because that individual had no money. 
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EDERAL employment, educa- 
tional, and neighborhood pro- 
grams that provide opportunities for 
people and that stabilize cammunities 
have been drastically reduced or modi- 
fied in the 1980s. The negative results 
have been disproportionately felt among 
Hispanics, who have experienced a 
greater rise in poverty than any other 
group during this decade. Unless we 
reverse the trend, and also understand 
how cost-ineffective prison is compared 
to investing in people and their neighbor- 
hoods, high levels of crime can be ex- 
pected to continue in the Hispanic com- 
munity, and among poor communities 
generally. 

I make my observations from a His- 
panic point of view, the perspective with 
which I am most familiar. 

There is a very significant demo- 
graphic change happening in this coun- 
try, and Hispanics in America are a 
major part of that shift. The Katzenbach, 
Kerner, and Eisenhower commissions 
looked at crime and division in our 
society. The Kerner Commission talked 
about a society that was increasingly 
polarized between blacks and whites. 
Today, that polarization is sven more 
significant than at the time the report 
was written, but the polarization now 
has a great deal more complexity. It is 
not simply polarization between blacks 
and whites. It is between Hispanics, 
blacks, whites, and people of a variety of 
other hues. It is not only between minori- 
ties and nonminorities; the acrimony 
can also be seen between different mi- 
nority groups. 

Nationally, confrontations between 
the community and law enforcement 
officials increasingly have to do with 
Hispanic issues. Consider, for example, 
raids by the Immigration and Natural- 
ization Service on undocumented work- 


ers in Hispanic neighborhoods. No mat- 
ter what the cause may be, the fact is 
that, increasingly, when one talks about 
police and community confrontation, 
there often are underlying differences in 
terms of values, language, and perhaps 
even religion. Because Hispanics are 
especially concentrated in inner cities 
and because Hispanic inner-city youth 
suffer from very high school dropout 
and unemployment rates, more and 
more inner-city drug problems and drug- 
related crimes are being associated with 
the Hispanic community. 

When I was growing up in the Rio 
Grande Valley in South Texas, there 


` was a value structure that condemned 


people who made their living by smug- 
gling and dealing in drug traffic. But in 
recent months, I have counted at least 
eight popular songs in Spanish that to 
some extent glorify drug trafficking. 
Such an occurrence is not unlike what 
happens in inner-city black neighbor- 
hoods, where the pimps and the drug 
dealers sometimes become role models. 
These individuals are too often perceived 
not only as being financially successful, 
but as acting appropriately by rebelling 
against authority figures. The need to 
provide positive opportunities and role 
models for inner-city and minority young 
people should be of tremendous concern 
to all of us. 

More broadly, American public 
policy against crime and violence is 
being deeply affected by the Gramm- 
Rudman Deficit Reduction Law. A look 
at the federal budget shows large cuts in 
human services. Yet the military budget 
has been significantly increased since 
1980. Congress and the administration 
decided that they were not going to 
touch Medicaid and Medicare. The only 
programs left to cut were those that 
created opportunities for people--pro- 
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grams in education, programs in com- 
munity development, programs in health 
care, programs that enable people to 
learn a trade and secure a new job. Such 
opportunity-creating programs received 
80 percent-or more of the cuts. 

What we are going to see under 
Gramm-Rudman is the acceleration of 
that phenomenon, begun in 1981. I 
think that the results are going to be very 
predictable. We will see a dramatic 
increase in the number of poor people, 
particularly in the Hispanic community, 
which has experienced a greater rise in 
poverty than any other group in this 
country since 1981. The program cuts 
mean fewer opportunities to deal in a 
fundamental way with the problems of 
crime. 

The administration decided that the 
Comprehensive Employment and Train- 
ing Act (CETA) needed to be cut sub- 
stantially—almost in half in one fiscal 
year. What emerged was the Job Train- 
ing Partnership Act (JTPA) program. 
But JTPA rarely involves the hard-core 
unemployed—those most likely to be 
involved in crime. 

People who are part of the hard-core 
unemployed. have multiple problems. 
They cannot simply continue what they 
are doing, plus go to school at night in 
order to obtain some training and then 
find ajob. Moreover, they have multiple 
deficiencies. Not only do they have less 
education, but they also have family 
problems, they may have a drug prob- 
lem, they may be unable to obtain day 
care, they may have a chronic health 
ailment, just to mention a few. JTPA 
typically does not address these problems. 

The U.S. Department of Labor— 
through local private industry councils— 
pays contractors to provide job training 
to JTPA participants. However, these 
contractors are reimbursed only to the 
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extent that trainees are placed in full- 
time jobs. Contractors are- given extra 
incentives to make sure that trainees 
leave the JTPA program as quickly as 
possible. As a result, JTPA providers 
simply go out and recruit the best edu- 
cated, the most motivated, the cleanest, 
the sharpest, and the youngest—but not 
too young—the cream of the crop for 
the employer. We call this process 
“creaming”; the providers take the most 
eligible applicants and ignore those who 
need help the most. 

I submit that this policy change from 
CETA to JTPA has led to a dramatic 
increase in the number of people who 
become involved in criminal activities. 
This is especially true for Hispanics. We 
are the youngest major population group 
in this country, and we have the lowest 
median level of education. The cuts in ` 
education, employment, and training 
programs have had a disproportionately 
negative impact on the Hispanic 
community. . 

The cuts in education have had 
impacts that still are not completely 
understood. We know from studies that 
as the number of dropouts increases, 
there is a corollary increase in juvenile 
delinquency. That relationship should 
surprise nobody. What is also inter- 
esting, but somewhat new, is that with 
an effective program to keep kids in 
school, a dropout recovery program, the 
rate of juvenile delinquency in the partic- 
ular community decreases. Sometimes 
the decrease is dramatic. It is programs 
such as those that keep students in 
school that were eliminated in 1981 and 
1982. 

Federal support is largely gone, as 
well, for neighborhood organizations 
that stabilize their neighborhoods. The 
public sector community anticrime pro- 
prams that were so promising by involv- 
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ing community residents in anticrime 
activities simply are not around any- 
more. Direct funding from the federal 
government for local neighborhood 
groups achieves a variety of objectives. 
Whether these programs provide 
employment and training, community 
development, or neighborhcod revital- 
ization, they all are helpful. We now 
understand better than ever that when 
community organizations exist that pro- 
vide stability and a sense of community, 
there is a greater chance of making an 
impact on crime than if there are no 
stable community groups. Yet thousands 
of such organizations closed their doors 
due to federal budget cuts in the early 
1980s. 

It takes about $30,000 of taxpayer 


money per year to keep one person, one 
human being, incarcerated. With one- 
third of that amount, we can send a 
young person to a Job Corps Center. 
And with one-tenth of that amount, we 


-can put an adult who is unemployed 


through a job-training program. Which 
alternative, jail oremployment training, 
is a more effective use for the dollar? 

There are people who will only under- 
stand the mathematics of dollars and 
cents. Perhaps self-interest is the ap- 
proach that will work in the me-first 
1980s. Self-interest may be the only way 
that we can convince the American 
people that it makes a lot more sense to 
put money into people than to put 
money into jails. 
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Crime and Policy in the 
; African American Community 


By GARRY A. MENDEZ, Jr. 


ABSTRACT: Street crime disproportionately involves African Ameri- 
cans. In recent years, most governmental responses to street crime, such as 
prison building, have stressed law and order. They have failed. A newer 
approach has been to organize local communities, especially in white and 
middle-class neighborhoods. It has been said that African Americans in 
low-income communities do not care about reducing crime and cannot 
organize themselves. However, most of what is called community crime 
prevention is defensive, in effect locks up the community, and does not 
address the causes of crime. Block watches and patrols are illustrative. By 
contrast, the national Crime Is Not a Part of Our Black Heritage program 
opens rather than closes African American communities. Through informal 
schools that teach African American heritage and culture, as well as 
through organizing with the help of the media, blacks in the communities 
take ownership of the program. Preliminary evaluation results are 
promising, but it is important to recognize that the goals of the program, to 
change attitudes and behavior, will require time and commitment. 
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RIME in America is a problem that 
most Americans are acutely aware 
of no matter where they live, work, or go 
to school. Through newsprint and televi- 
sion, the media bombard our lives each 
day with accounts of crime. Although 
street crime, particularly the most violent 
crimes, usually, receives most of the 
attention, we are also made aware of 
Wall Street insider deals, illegal arms 
sales, kickbacks on construction con- 
tracts, and major cocaine deaths or 
arrests. 
The volume of crime in America has 


- Jed some to consider it a national defense 


issue. 

Despite the national scope of crime, 
nowhere is the problem as acute as in the 
' African American community. Recent 
crime statistics indicate that 


—the leading cause of death for young 
African American citizens between 
the ages of 16 and 34 is homicide;! 

—the leading victims of violent crimes 
in this country are young African 
American males;? 

—African Americans are more likely 
to be the victims of assault than 
members of other racial groups;3 

—African Americans are more likely 
to be the victims of robbery than 
members of other racial groups;* 
and 

—African Americans are more likely 
to have their homes burglarized 
than members of other racial 


groups.’ 


1. U.S., Department of Health and Human 
Services, Report of the Secretary's Task Force on 
Black and Minority Health, vol. 7, Jan. 1986. 

2. U.S., Department of Justice, Bureau of 
Justice Statistics, Households Touched by Crime, 
1985. 

` 3: Ibid. 
4. Ibid. 
5. Ibid. 


THE ANNALS OF THE AMERICAN ACADEMY 


These statistics show that violent 
crime usually is the result of confronta- 
tions between African American citi- 
zens. In other words, the African Ameri- 
can victim of a crime is usually victimized 
by another African American. More 
generally, violence occurs between per- 
sons of the same race. 

The volume of crime in African Amer- 
ican communities has.dictated that Afri- 
can Americans direct their attention to 
the issue, if the community is to survive. 


_. RESPONSE TO 
STREET CRIME 


In recent years, the response to street 
crime has been focused on two levels, 
which sometimes over_ap: law-and-order 
governmental responses and local com- 
munity responses. 

‘Recent governmenial responses have 
included building prisons, increasing 
law enforcement personnel, instituting 
the death penalty, legrslating longer pri- 
son sentences, and trying juveniles as 
adults, | 

These efforts have failed. The streets 
of our nation remair, at least percep- 
tibly, unsafe. If incarceration worked, 
the safest streets in our country would 
be those in the African American com- 
munity. Real estate salespersons would 
be steering people to these communities— 
not away from them, as they do now. 

Much has been said about the ineffec- 
tiveness of the so-called rehabilitation of 
prisoners and why the concept should be 
abandoned. Yet prison building and 
other get-tough strategies also have 
failed, and failed miserably—though few 
argue to abandon then. Instead, advo- 
cates argue for even more of such ineffec- 
tual policies. 

At the same time, it has been advo- 
cated that the local community must 
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join withthe police in fighting crime. 


The argument is that the police cannot 
doit alone and that they K the help of 
citizens. E 

The middle-income white conau 
has responded quite readily to this idea. 
Program that are called crime preven- 
tion but that do not address the causes 
. of crime have‘ proliferated: Often, it 
should be noted, these programs are in 
communities that have never had a 
crime problem, but: that do. experience 
fear of crime. 

- Interestingly,- low-income African 
American communities often have not 


joined the community crime prevention - 


_ „efforts that many argue would save.the 
neighborhood. This has led many practi- 
tioners and social scientists to conclude 
that African Americans do not care 
about crime and cannot be organized. 

These conclusions ; are erroneous. Jef- 
frey Fagan and Lynn Curtis have pro- 
vided proof of neighborhood, family, 
and employment programs that have 
worked in some of the poorest African 
American neighborhoods in the nation.° 
African Americans have organized 
themselves. and worked out financial 
schemes to continue the work of these 
programs after initial funding from other 
sources has ended. It is important that 
the community organizations have taken 
the lead, with police in a supportive 
role—not the other way around. 

In the remainder of this article, Iwant 
to outline conceptually why African 
Americans care about-crime and can 
organize. I also want to illustrate some 
practical organizational. work that I 


6. ‘Jeffrey À. ‘Fagan, “Neighborhood Educa- 
tion, Mobilization, and Organization for Juvenile 
Crime Prevention,” this issue of The Annals of the 


American Academy of Political and Social Sci-. 


ence; Lynn A. Curtis, “The Retreat of Folly: Some 
Modest is aia of Inner-City Success,” ibid. 
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have facilitated ACTOSS. the country and 


that, in many ways, parallels the pro- - 


gramming described by Fagan and 


THE CAUSES OF CRIME 
IN AFRICAN AMERICAN. 
COMMUNITIES | 


Most explanations of ‘why there is a 
disproportionate amount of street crime 
in African American communities fall 
into two broad areas—environmental 
and individual | 


‘ Proponents of environmental, expla- 


nations argue that unemployment, poor 
education, racism, and all of the other 
social ills that seem related to African 
American citizens cause them to commit 
crime. Although these factors are related 
to street crime and, if altered, certainly 
could improve the quality of dife in 


African American communities, accept- - . 


ing this argument in toto is potentially 


. yery dangerous to African Americans. 


The argument implies that the only 


way to turn African American communi: 


ties around i is for the white community 
to change. In other words, the welfare of 


the African American community is . 


assumed to be dependent upon the good- 


- will of the white community. 


Supporters of individual-oriented 
perspectives argue that. there is some- 
thing wrong with people who commit 
street crime. These people are seen as 
inherently criminal, the environment 
having little if anything to do with their 
behavior. - ~ 


African Americans must seriously p 
question this argument—béecause itsug- 
gests that individual problems just ° 
happen to be concentrated in African - 


American communities. It is as if the 
people in these communities live in a 


‘vacuum‘and the policies of the country, 


~~ 
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historically and presently, dc not affect 
the individual. 


AN ALTERNATIVE EXPLANATION 


Crime and many of the other social 
problems that plague the African Ameri- 
can community are the result of African 
Americans losing sight of who they are 
as a people. In the effort to integrate into 
society, African Americans have given 
up their identity for the notion of the 
melting pot. But Europeans are the only 
group that really has melted into the 
pot. Other groups have maintained their 
culture, history, heritage, values, and, 
often, language. They have found in 
their ethnicity the strength they need to 
survive. : 

When racial segregation was legal, 
African Americans used ethnicity as a 
‘strength and were able to address and 
overcome many problems. Witness the 
civil rights movement. However, with 
the passage of civil rights legislation and 
the breaking down of overt racial bar- 
riers, African Americans moved away 
from their ethnicity and attempted again 
to melt—that is, to assume a European 
view of the world and act as European as 
possible. 

In order for any people to survive, 
they must first understand who they are. 
They must have a base, a motherland. 
Every ethnic group in America identifies 
with both America and its motherland. 
Proudly, people are told that they are 
Irish Americans, German Americans, 
Jewish Americans, or Polish Americans. 
The only exception to this practice is 
African Americans, who identify only 
with a color, black. Black is a color and 
not an ethnicity. An ethnic group has a 
history, a culture, a heritage, and a value 
system. A color has none of those 
characteristics. 


The absence of an identification with 
a motherland and an ethnic group has 
created havoc in the African American 
community. Lack of a basic identity 
causes disunity and fragmentation. 

As long as this disunity and fragmen- 
tation exist, African American citizens 
will not be able to come together and 
address the problem of crime or any 
other social ill with which they are 
plagued. 

African American citizens must 
assume an Afrocentric view of the world. 
They must create a reality that is based 
upon a view of the world that operates in 
the best interest of African American 
citizens. 


CRIME IS NOT A PART OF 
OUR BLACK HERITAGE 


The Crime Is Not a Part of Our Black 
Heritage program that I have developed 
is an example of African American 
people organizing around their ethnicity 
to address the problem of black-on- 
black crime. 

With the exception of programs like 
Umoja and some of the replications 
described by Fagan and by Curtis, most 
crime prevention programs have focused 
primarily on what would be considered 
defensive measures, such as block 
watches, tenant patrols, strong locks, 
burglar bars, and dogs. These efforts 
essentially lock up the community. 
Crime Is Not a Part of Our Black 
Heritage is directed toward opening up 
the community by changing the attitudes 
and behavior of African American citi- 
zens toward other African American 
citizens. 

In this program, the behavior of all of 
the citizens must be viewed in terms of 
how it affects the African American 
community. This concept is based upon 
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an ancient African rule that individual 
rights or freedoms were unlimited until 
they clashed with the interests or welfare 
of the total community. 

In the program, the community is 
required to take a position against crime. 
Crime is no longer to be tolerated. The 
community establishes a code of behav- 
ior with rules and regulations and makes 
them known to all of its members. This 
is considered the initial step in a commu- 
nity’s taking ownership of and responsi- 
bility for itself. Changes in the commu- 
nity are dependent upon changes in the 
community members and not upon out 
side forces or individuals. 

‘Cities that are currently involved in 
the program display a series of posters 
that draw attention to the problem of 
crime and its impact. For example, one 
poster notes that the leading cause of 
death for young black people is homicide 
and that in 95 percent of the cases the 
death was caused by another black 
male. 

In addition to the posters, there are 
also flyers, brochures, and buttons—all 
with the theme “crime is not part of our 
black heritage.” These are educational 
tools. They also are a collective state- 
ment, as opposed to individual 
statements. 

The message is communicated as well 
on local television and radio, in the print 
media, and in schools. In some cities, the 
church has taken an active role in sup- 
porting the program and has established 
No-Crime Sundays. On a designated 
Sunday, all of the African American 
- ministers in the neighborhood devote 
their services to the issue of crime and 
urge their congregations to become in- 
volved in the program. 

In several communities in Florida, 
the message is carried via activities sur- 
rounding a theme entitled “run crime 
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out of the black community.” Partici- 
pants run a five-kilometer and ten- 
kilometer course through a high-crime 
neighborhood, competing for trophies, 
and rally the citizens around the theme. 
This is followed up by efforts to establish 
block watches and community activities. 

In San Francisco, several thousand 
people were brought together by the San 
Francisco Religious Council and partici- 
pated in a march and rally against drugs. 
As a result, a crime-abatement commit- 
tee was formed and the citizens have 
begun to explore methods of changing 
the neighborhoods. 

In Tampa Bay, the National Football 
League Buccaneers have joined the local | 


Urban League in promoting the mes- 


sage. The team members make appear- 

ances at schools and recreation areas., 
They talk about collective responsibility 

for stopping crime. 

During the past year, as the result of a 
fellowship through the National Insti- 
tute of Justice, I have been able to begin 
a process evaluation of the efforts in two 
cities. Although this work will not be 
done until 1988, there are several prelimi- ` 
nary findings that might be of interest to 
both the community and the police. 

A before-and-after comparison test 
survey of key persons was conducted in | 
each of the cities. The preliminary results 
indicate that, first, in city A, citizens felt 
that the police were beginning to listen 
to them and were more responsive to 
their concerns. The police indicated that 
the people became more concerned. In 
city B, where there was a series of deaths 
of citizens caused by the police, the 
community worked on the problem but 
remained very skeptical of the police. In 
both cities, the citizens and the police 
tried to work together and some lines of 


communication were established. 


Second, in both cities, respondents 
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felt that there was a greater feeling of 
community and cohesiveness. They 
reported that citizens became more con- 
cerned about crimes and prevention. 
Neighbors now feel increasingly that it is 
their responsibility to address the prob- 
lem of crime. : 

Third, almost unanimously, respon- 
dents indicated that drugs were the 
major crime problem in the neighbor- 
hoods. This is not particularly surpris- 
ing. However, approximately 80 percent 
of the respondents felt that it was the 
family’s responsibility to do something 
about the problem. 

These very preliminary findings sug- 
gest, as do some of the programs 
described by Fagan and Curtis, that 
low-income African American citizens 
can be organized and that they will 
address the problem of crime. 

Probably the most important aspect 
of the program is the creation of infor- 
mal schools. As a complement to the 
education provided by the public school 
system, each community developed an 
informal school that focused upon teach- 
ing culture, heritage, history, and values, 
much as is done at the House of Umoja.” 
These are the building blocks for all the 
ethnic groups in America. Presently, 
they are transferred from one generation 
to another, except in African American 
communities. Values and a sense of 
history are critical for the healthy devel- 
opment of all citizens—and they often 


7. See David Fattah, “The House of Umoja as 
a Case Study for Social Change,” this issue of The 
Annals of the American Academy of Political and 
Social Science. 


are ignored in the African American 
community, except during Black History 
Month. 

In Tampa, the director of the program 
has cultivated volunteer students and 
faculty from the University of South 
Florida who tutor and assist in teaching 
culture, history, and values to young 
people in housing projects who are in 
trouble. Probation officers bring their | 
probationers to the program. The offi- 
cers are working with the courts to make 
attendance at these sessions a part of 
probation. Interestingly, once the young 
people come, they do not need to be 
encouraged to participate. They like it. 
The program director is also making 
informal education a part of the summer 
work program that is sponsored by a 
local company. 

The California Youth Authority, the 
San Francisco Juvenile Court, and the 
Detroit Public Schools Alternative Pro- 
gram all are exploring methods to imple- 
ment informal education as part of their 
activities on an experimental basis to see 
if it will affect the behavior and attitudes 
of young people. 

The key to the entire Crime Is Not a 
Part of Our Black Heritage program is 
leadership. Leadership must come from 
the African American community, and 
it must stress responsibility for both self 
and the community. The success of a 
group lies within the group. Therefore 
more attention must be given to looking 
within. 

Any community that desires to be- 
come involved in this program must 
recognize that the program represents a 
major undertaking and will require both 
time and commitment. Its aim is to 
change attitudes and ultimately behavior. 
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ABSTRACT: There is is, an A that youth Gone will wanie'if- we 
support family-substitute networks whose. members are. employed in 
i neighborhood. Services. However, too narrow a focus on family, neighbor- 
hood, and jobs fails to address academic and employment skills as- 
preconditions for employment and fails to address preconditions for well- 
run grass-roots organizations. ‘High-risk youth often experience not ont -> 
” - but several problets, including low self-esteem, poor school performance, . 


--- -7 drug and alcohol-use, early sexual activity, teen pregnancy, and dropping 


out-of school. The financial resources for an attack on these problems flow - 
“to the states, which -arè in poor positions to address these issues because © 

state human service agencies often fail.to coordinate their programs. -OT 

monitor the outcomes of their grants. The Mott Foundation’s experience 


a, suggests that varied well-managed and well-monitored community-oriented aS 


 - programs can influence high-risk young clients positively. While the role of 
~ foundations is to support research and demonstration projects, a larger > P 


_ | - -source of program support is the government, whose policymakers should - 


_ be aware of all conditions DeSean for programs that may favorably affect l 
young lives. 7 F n R l 
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Morilyn Steele has been employed as a program officer by the c. S. Mott Roindation for a4 
17 years, responsible for S-1: Community Identity and Stability Mission. Her professional ` 


assignment is directed to teenage Pregnancy and community policing. A graduate of Albion 


` College with a master’s degree from the University of Michigan, Dr. Steele was a.Mott Intern 


in 1967-68 and completed a Ph.D. from Michigan State University i in 1969. Her most recent - 


publication, - Community Policing: A Taxpayer’s Perspective, cdauthored with. Robert C. 
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F we adopt a national policy to. 


support family-substitute networks 
whose members are employed in neigh- 
borhood services, violence will be 
reduced. This assumption is reinforced 
throughout this issue of The Annals. 

The neighborhood, family, and jobs 
paradigm is a simplistic approach to a 
complex problem. Clearly, neighbor- 
hood, family, and jobs are necessary as 
basic principles of national policy to 
curb youth violence and crime, but 
limiting attention to only these three 
elements raises false expectations. Many 
additional changes in public policy are 
necessary and may be equally important 
in solving the American dilemma of 
youth violence and crime. The danger is 
that a narrow focus on only three legs of 
the framework ignores the reality that 
other conditions must be in place simul- 
taneously to have an impact on prob- 
lems. Thus neighborhood, family, and 
jobs are “necessary, but not sufficient,” 
as Bernard C. Watson, president of the 
William Penn Foundation of Philadel- 
phia, so aptly put it.! 


CONDITIONS AND CAVEATS 


Neighborhood, family, and jobs may 
be necessary to prevent or reduce youth 


‘violence, but these alone are insufficient ' 


_ because they fail to address education 
and training that could lead to gainful 
employment. 

Many of the jobs available in indige- 
nous, neighborhood-based organiza- 
tions—such as security guard positions— 
may provide job experience, but at a 
minimal level. At best, these positions 
offer an important work experience. 
However, such jobs often are “dead 
end,” offering little opportunity for 


1. Bernard C. Watson, in telephone conversa- 
tion with Marilyn Steele, 26 Apr. 1986. 
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advancement.? If we are to consider jobs 
with career ladders or with salaries 
above minimum wage, we must recognize 
that a high school education has become 
standard for jobs providing average or 
better incomes.? 

Of major concern to employers are 
deficiencies in basic academic and world- 
of-work skills required in the workplace. 
According to Gordon Berlin, program 
officer at the Ford Foundation, 


Work experience, education and skills train- 
ing delivered in an integrated manner, both 
in school and out of school, are the essential 
ingredients of programs that work. Programs 
that have successfully reduced the school 
drop-out rates . ., use work experience and 
skills training as a hook to reinterest students 
in education. ... All of these programs teach 
skills; emphasize the attainment of predeter- 
mined basic competencies; provide work 
experience; and support services as well as a 
measure of responsibility for young people.* 


Youths must be able to read, write, 
and compute in order to attain func- 
tional literacy today. Literacy is a pre- 
condition of gainful employment. The 
minimal skills required for today will 
likely increase in the future.5 Thus basic 
skill development and skills training are 


2. U.S., Department of Labor, Occupational 
Outlook Handbook (Washington, DC: Bureau of 
Labor Statistics, Apr. 1984), p. 229. 

3. U.S., Department of Education, The World 
of Work (Washington, DC: Technavision, Sept. 
1984), p. 6. ` 

4, Gordon Berlin, “Towards a System of 
Youth Development: Replacing Work, Service 
and Learning Deficits with Opportunities,” Testi- 
mony at U.S., Congress, House of Representa- 
tives, Committee on Education and Labor, Sub- 
committee on Employment Opportunities, Hearing 
on Youth Employment and the Job Corps, 99th 
Cong., Ist sess., 26 Mar. 1985. 

5. Andrew Hahn and Jacqueline Danzberger 
with Bernard Lefkowitz, Dropouts in America: 
Enough Is Known for Action (Washington, DC: 
Institute for Educational Leadership, 1987), p. 54. 
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also necessary supports of our framework. 

If neighborhood, family, and jobs are 
necessary but not sufficient, the interpre- 
tations limiting their definition are like- 
wise necessary but not sufficient. The 
epilogue of American Violence and 
Public Policy lays out the conditions 
that must be in place before assuming 
that neighborhood, family, and jobs can 
affect youth violence. We will assume 
that local crime prevention programs 


can serve as an employment source 


staffed by members of the neighborhood 
organization. Such organizations must 
have 


—a sound financial system; 

—a supportive board; 

—a well-defined constituency; 

—a good record of economic develop- 
ment; 

—housing rehabilitation efforts; and 

—youth employment opportunities.® 


These are the six preconditions that 
bolster the assumption that neighbor- 
hood, family, and jobs.can have an 
effect on youths involved in violence. 

The problems of youth in American 
society are manifested in many forms 
that can be identified separately or to- 
gether. But whether those manifestations 
are root causes or correlated issues, it is 
important to remember that many symp- 
toms are interrelated. Is a manifestation 
an outcome or a symptom? 

At-risk, underclass youths experience 
myriad problems including 


—low self-esteem; 

—poor school performance; 
—drug and alcohol use; 
—teen sexual activity; | 


~ 


6. Lynn A. Curtis, ed., American Violence 
and Public Policy (New Haven, CT: Yale Univer- 
sity Press, 1985), p. 217. 
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—-teen pregnancy; 
——dropping out of school; 
—gang membership; and 
—-crime and violence. - 


There are other manifestations of the 
hopelessness felt by many youths in our 
society today, especially those who are 
incarcerated in our nation’s prisons, 
which are disproportionately filled with 
youths in poverty,’ youths of low educa- 
tional attainment, § and minority youths, 
especially blacks.’ 

In making recommendations about 
national policy, we must consider further 
restrictions on our growing list of condi- 
tions. First, the financial resources for 
attacking all of these problems are being ' 
channeled to the fifty states for distribu- 
tion to local communities. 

Many sources of funds, in the form of 
entitlement block grants, are directed to 
state department offices that vary widely 
in title from state to state. There are 
federal appropriations designated for 
the departments of health and human 
services from such sources as Maternal 
and Child Health or Title X Family 
Planning or the Social Services Block 
Grant. Vocational education funds are 
directed to state departments of educa- 
tion, but Job Training Partnership Act 
funds are directed to the state depart- 
ments of labor. Special programs like 


7. U.S., Department of Justice, Bureau of 
Justice Statistics, “Survey of Inmates of State 
Correctional Facilities, 1979” (Report, Inter-Uni- 
versity Consortium for Political and Social Re- 
search, 1981), pp. 283-304. l 

8. Ibid., p. 268. 

9, Allen J. Beck and Thomas Hester, Prison 
Admissions and Releases, 1983 (Washington, DC: 
Department of Justice, Bureau of Justice Statis- 
tics, 1986), p. 1; Alfred Blumstein, “Racial Dispro- 
portionality of United States’ Prison Populations,” 
Journal of Criminal Law and Criminology, 73(3): 
1259-81 (1982). 
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. Child Protective Services, or Run-away 
Youth, or Women, Infants and Children, 
or the Displaced Homemakers program 
may help support, at least partially, 
some underclass families, including their 
youthful members. 

When the House Select Committee 
on Children, Youth and Families, chaired 
by Congressman George Miller, reviewed 
the current status of programs address- 
ing teenage pregnancy—one of the mani- 
` festations of youth hopelessness— 
members concluded that the public 
resources to treat teenage pregnancy 
were being concentrated in the fifty 
states; however, the states are in a poor 
position to respond with positive action, 
largely for two reasons. : 

First, state departments are uncoordi- 
nated. They are large bureaucracies with 
a hierarchy of employees who follow 
long-established and entrenched proce- 
dures arid practices that may not be in 
the best interest of the local people in 
need. Further, state departments often 
do not cooperate with one another and, 
as a consequence, services costly to the 
taxpayer may be duplicated. Human 
problems are not packaged in tidy boxes 
labeled education, social services, public 
health, mental health, juvenile justice, 
or labor. Thus uncoordinated state and 
local services are difficult for people, 
including young people with problems, 
to use.!0 

Second, data from these public agen- 
cies are of such poor quality—duplica- 
tive, unavailable altogether, or gathered 
in incompatible form—that they may be 
useless in setting public policy.!! For 


10. George Miller, Teen Pregnancy: What Is 
Being Done? A State-by-State Look (Washington, 
DC: U.S., House of Representatives, Select Sub- 


, committee on Children, Youth and Families, 


1985), p. xiv. 
ii. Ibid. 
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example, the key sourze for crime data is 
the Federal Bureau of Investigation’s 
Uniform Crime Reports, which classifies 
crime under various labels. Drugs and 
drug use are not included in the Crime 
Index, yet it is an important manifesta- 
tion of youth alienation today. 

‘The neighborhood, as a base for 
service delivery, is cr-tical-whether ser- 
vices are delivered by public agencies or 
indigenous community organizations. 
Some community-based organizations 
may have all of the conditions in place to 
serve youths well, with little procedural 
change needed. At the same time, some 
public agencies provide direct services 
to the neighborhoods they serve. State 
and local public services have the capac- 
ity to contract with in¢igenous organiza- 
tions to provide services. Whether public 
agencies serve people in their own neigh- 
borhoods or contract.for those services 
may be of less importance than the 
need'of underclass youth for well-de- 
livered services that ~epresent the cul- 
tural and ethnic traditions of their 
neighborhoods. !2 | 

The family section of the framework 
suggests that underclass youths need 
family substitutes because they have no 
family or have an unsuitable family. 
Ellwood and Bane, in their analysis of 
data from the 1976 survey of income and 
education, estimated that as many as 75 
percent of new, never-married mothers 
live with: their parents. Residential 
treatment centers as femily supports are 
at best substitutes, but -hey are extremely 


12. Robert L. Woodsor:, A Summons to Life: 
Mediating Structures and the Prevention of Youth 
Crime (Cambridge, MA: Eallinger; Washington, 
DC: American Enterprise Institute for Public 
Policy Research, 1981), p. 131. 

13. Mary Lee Allen anc Karen Pittman, Wel- 
fare and Teenage Pregnancy: What Do We Know? 
What Do We Do? (Washington, DC: Children’s 
Defense Fund, 1986), p. 8. 
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costly.!4 For instance, the Job Corps 
program costs $9500 per youth to oper- 
ate.!5 Our public agencies have a history 
of children in state-ordered care for long 
periods of time as well as in abusive 
foster care that can be more harmful 
than remaining with families of origin. 
It is easier and cheaper to treat the 
family as a basic unit—if such treatment 
is appropriate—than to place a child in 
foster care.!6 Thus, when we discuss 
family networks and supportive kinship 
environments, we need to take a' broad 
view that includes serving the family. 

One of the most successful attempts 
to address family support networks, 
basic education, and job training is the 
youth conservation or community corps. 
This model is being developed today in 
many urban areas as a public-private 
venture. A youth corps, unlike the Job 
Corps, is not a residential program. 
However, support services for youth 
corps members are vital to successful 
outcomes. Thus a youth corps offers an 
alternative for job training and an oppor- 
tunity for employment.?’ 

Finally, in terms of the quality of 
services, well-managed, well-monitored 
service programs for preventing and 
easing teenage pregnancy do have a 
positive impact on teenagers and their 
children. These are the lessons learned 
by the Charles Stewart Mott Foundation 
through seven years of grant making in 
the field. The Foundation’s network of 
programs providing technical assistance 


14. Ruth Hubbell, Foster Care and Families 
Piledeiphis: Temple Smarty Press, 1981), p. 
127. 

15. Hahn and Danzberger with Lefkowitz, 
Dropouts in America, p. 60. 

16. Hubbell, Foster Care and Families, p. 158. 

‘17, Margaret Rosenberry, “Urban Conserva- 
tion and Service Corps Programs” (Report, Hu- 
- man Environment Center, May 1985), pp. 1-2. 
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to measure the impact of services on. 
clients tends to demonstrate that 


—early sexual activity can be de- 
layed;!8 

—incidence of low birth weight of 
babies of teens can be reduced; 

—teen birthrates can be reduced; 

—young mothers are remaining in 
school until graduation at increas- ` 
ing rates; 

—the number of second pregnancies 
can be reduced; 

—child abuse in teen-formed families 
can be reduced; and 

—standard health care for children -` 
can be increased.!9 a 


The message for public policymakers is 
that regulations and appropriations 
should carry conditions to encourage 
both good management and evaluation - 
of the results to assure that funding for 
programs is producing the desired re- 
sults. Clearly, then, the level of funding 
must be adequate to establish and en- 
sure well-managed, well-monitored 
programs. ` 


THE PRIVATE 
SECTOR’S ROLE | 


What is the role of foundations and 
the private sector in financing a public 
policy framework based on neighbor- 
hood, family, education, training, and 
jobs? In the last decade, the Mott Foun- 
dation has developed program areas 


18. Laurie Zabin, Evaluation of a School and 
Clinic Based Primary Pregnancy Prevention Pro- 
gram for Inner City Junior and Senior High 
School Males and Females (Baltimore, MD: Johns 
Hopkins University School of. Medicine, 1986), 
p. 10. 

19, Anita Mitchell and Deborah Klein Walker, 
Impact Evaluation of Too Early Childbearing 
Programs (Los Alamitos, CA: Southwest Regional 


Laboratory, 1986), pp. I-49 to 11-93. - 
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that relate directly to these five concerns. 
Historically, the Foundation’s focus has 
been on the neighborhood, and the 
word “community” appears frequently 
in its statement of philosophy and prin- 
ciples. Many of the Foundation’s pro- 
grams are initiated with a local assess- 
ment of community needs. There is a 
specific program area labeled “Commu- 
nity and Economic Development,” and 
for several years Community Organi- 
zation and Neighborhood Revitalization 
have been active program areas. Mott 
grants often focus on the neighborhood. 
Community Development and Commu- 
nity Organization grants together totaled 
about $1.3 million in 1985.7! 

The Foundation also has program 
areas related to the family, including 
Family Relationships, Senior Family 
Members, and Too Early Childbearing. 
Grants in these areas totaled about $1.1 
million in 1985.22 In Education, where 
the focus is on community education, 
which includes alternative educational 
options for at-risk youth, the Founda- 
tion in 1985 granted over $3.0 million,?3 
Mott’s Employment and Training grants 
totaled almost $1.3 million with an 
additional $1.9 million for black colleges 
in 1985.24 

A policy concerned with neighbor- 
hood, family, education, training, and 
jobs is particularly relevant to Mott 
Foundation interests because of Mott’s 
past and current support for such pro- 
grams. With a Mott grant, the American 
Enterprise Institute for Public Policy 
Research in Washington, D.C., con- 


20. “The Charles Stewart Mott Foundation 
1985 Annual Report” (Charles Stewart Mott 
Foundation, 1986), p. 3. 

21. Ibid., pp. 60 and 62. 

22. Ibid., pp. 57 and 59. 

23. Ibid., p. 70. 

24, Ibid., pp. 48 and 50. 


ducted a three-year study of neighbor- 
hood revitalization that focused national 
attention on the House of Umoja and 
Centro Sister Isolina Ferré in Ponce, 
Puerto Rico. 

In a related vein, community policing 
in the United States and conflict resolu- 
tion are current Mott Foundation pro- 
gram interests. What is community 
policing? It is a partnership formed 
between citizens and their police depart- 
ment to prevent crime. In Flint, Michi- 
gan, the police are proactive in working 
with neighborhood residents to form 
block clubs and crime watches and to 
write monthly newsletters that inform 
citizens of neighborhood crime statistics. 
Police officers proactively identify recre- 
ational needs for youths, especially those 
aged 12 to 24, and urge churches, city 
recreation programs, schools, and other 
organizations to develop youth activ- 
ities. The Police Athletic League, for 
instance, sponsors athletic events for 
Flint youth. 

During a three-year experiment 
funded by the Mott Foundation in Flint, 
community policing featured two shifts 
of foot patrol officers assigned to terri- 
torial beats in 14 target neighborhoods. 
Crime declined 8.7 percent and calls for 
service declined by 43.4 percent.”* Since 


+ 


25. Robert L. Woodson, ed., Youth Crime 
and Urban Policy: A View from the Inner City 
(Washington, DC: American Enterprise Institute 
for Public Policy Research, 1981}, pp. 33 and 18. 
See also David Fattah, “The House of Umoja as a 
Case Study for Social Change,” this issue of The 
Annals of the American Academy of Political and 
Social Science; M. Isolina Ferré, “Prevention and 
Control of Violence through Community Revital- 
ization, Individual Dignity, and Personal Self- 
Confidence,” ibid. 

26. Robert Trojanowicz, An Evaluation of the 
Neighborhood Foot Patrol Program in Fiint, 
Michigan (East Lansing: Michigan State Univer- 
sity, School of Criminal Justice, 1982), p. 29. 
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then, the citizens. of Flint have voted 
twice to tax themselves to cover the cost 
of providing foot patrols urouahout the 
city.27 

Examples of the eiieeii of foot 
patrol officers in Flint abound. In one 
inner-city neighborhood, for example, 
preadolescent vandals were defacing the 
equipment and buildings in a park in- 
tended for young people, both normal 
and handicapped. An enterprising foot 
patrol officer identified the young van- 
dals and then organized them into a 
club—-the Castle Watch. The vandals 
became the guardians of the park and 
were given T-shirts emblazoned with a 
crown, paid for by the Police Athletic 
League. Vandalism in the park ended. 

Unlike other cities, many foot patrol 
officers in Flint live in their community 
beat. Those who do not soon develop a 
close relationship with the people who 
reside in their area, and the officer 
frequently becomes a loyal advocate for 
the community. 

Over time, community policing pro- 
grams have developed in 240 communi- 
ties, the latest being Los Angeles. Grants 
from the Mott Foundation to Michigan 
State University for a National Neigh- 
borhood Foot Patrol Center and to 
Harvard’s Kennedy School of Govern- 
ment for Executive Sessions on Commu- 
nity Policing have provided research, 
training, conferences, and technical 
assistance to interested cities. The Lan- 
sing, Michigan, Police Department con- 
ducted a survey of the city neighbor- 
hoods’ crime priorities in November 
1986, resulting in citizen support for the 


27. Robert Trojanowicz, Marilyn Steele, and 
Susan Trojanowicz, Community Policing: A Tax- 
payer's Perspective (East Lansing: Michigan State 
University, National Neighborhood Foot’ Patrol 
Center, 1986), p. 25. 
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redeployment of police officers.28 - 

Included under the community po- 
licing umbrella is conflict resolution. The 
Community Board Program in San 
Francisco, developed by Ray Shonholtz, 
received five years of Mott Foundation 
support to train youth and adults to | 
mediate neighborhood disputes.29 The 
Urban League of Flint and the city of 
Flint in a public-private venture have 
trained 160 adults and 10 youths as 
conflict managers to serve the Flint 
community, with the original training 
provided by the Community Board of 
San Francisco. 

An accepted role for large founda- 
tions is to support research and demon- 
stration projects, generally on a some- 
what smaller scale than public agencies ` 
would do. Foundation grants should 
contribute to the knowledge base in the 
field through careful documentation of 
grant results to identify what seems to be 
working. Unlike public agencies, large 
foundations are in a good position to 
take risks, establish new directions in 
programming, and support fresh strat- 
egies for addressing societal problems. 
Hence it is important for foundations to 
evaluate grant results thoroughly, pub- 
lish that information, and make it wee 


available to policymakers. 


Today, numerous foundations work 
in partnership with other funders to 


28. Robert Trojanowicz et al., Community 
Policing: Community Impact into Police Policy- 
making (East Lansing: Michigan State University, 
National Neighborhood Foot Patrol Center, 
1987), p. 12. 

29. See Raymond Shonholtz, “The Citizens’ 
Role in Justice: Building a Primary Justice and 
Prevention System at the Neighborhood Level,” 
this issue of The Annals of the American Academy 


/ of Political and Social Science. 


. 30. James S. Richardson, “Neighborhood 
Conflict Mediation Plan for Flint” (Report, Urban ` 
League of Flint, 1985), pp. 1-11. 
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share the cost of expensive.research and 
demonstration projects and to achieve 
a variety of community goals. Those 
partnerships can be with other major 
foundations; smaller, community-based 
foundations; federal, state, or local gov- 
ernments or agencies; or networks of 
state and local agencies. Some examples 
of such partnerships include 


—support from the Mott Foundation 
to a network of teen pregnancy 
programs operated uncer the aus- 
pices of the National Urban 

__ League;3! | 

—the second phase of the Ford Foun- 
dation’s Project Redirection, which 
was conducted in partnership with 
community foundations; and 

—a recent grant from the Mott Foun- 
dation to the Association of Junior 
Leagues to continue the replication 
of the Teen Outreach Program. 
Both first- and second-year evalua- 
tion results show that participants 
in the program tend to stay in 
school and not become pregnant. 


Still, it is important to bear in mind 
that grants and gifts from foundations 
make up only a small part of the total 
charitable dollars contributed in the 
United States. In 1985, total contribu- 
tions from individuals, foundations, and 
corporations amounted to $79.84 bil- 
lion, or 2 percent of the 1985 gross 


31. National Urban League, Mewsbrief, no. 3 
(New York: Affiliate Development of Adolescent 
Pregnancy/ Parenting Program, 1986), p. 4. 


national product.32 Of that amount, 
foundations and corporations together 
represented only 10.8 percent of the 
total, with individuals and their bequests 
amounting to 89.2 percent.33 But the big 
source of support for human services is 
the government—federal, state, and 
local. 


SUMMARY 


The neighborhood is the ideal place 
for the delivery of public-private services. 

Cost-effective family support services 
that provide self-affirming experiences 
for high-risk youth and opportunities 
for jobs are necessary, but not sufficient. 
Also required are 


——the addition of basic education and 
skills training to the framework of 
neighborhood, family, and jobs for 
review by public policymakers; 

-——better coordination of state-level 
department efforts; and 

—establishment of compatible data 
bases that yield measurable out- 
comes. 


Indeed, there is sufficient evidence today 
that when these conditions are satisfied 
within well-monitored and well-managed 
programs designed to treat some of the 
manifestations of youth hopelessness, 
the lives of young people can be posi- 
tively and dramatically affected. 


32. American Association of Fund-Raising 
Counsel, Giving USA (New York: AAFRC Trust 
for Philanthropy, 1986), p. 41. 

33. Ibid., p. 7. 
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F we wanted to sketch a hypothetical 
portrait of an especially violent soci- 
ety, it would surely contain these ele- 
ments: It would separate large numbers 
of people, especially the young, from the 
kind of work that could include them 
securely in community life. It would 
encourage policies of economic devel- 
opment and income distribution that 
sharply increased inequalities between 
sectors of the population. It would rap- 
idly shift large amounts of capital from 
place to place without regard for the 
impact on local communities, causing 
massive movements of population away 
from family and neighborhood supports 
in search of livelihood. It would avoid 
providing new mechanisms of care and 
support for those uprooted, perhaps in 
the name of preserving incentives to 
work and paring government spending. 
It would promote a culture of intense 
interpersonal competition and spur its 
citizens to a level of material consump- 
tion many could not lawfully sustain.”! 

Eliott Currie’s hypothetical portrait, 
just quoted, points to the need for 
anticrime programs that counter the 
crime-producing effects of the economic 
and social structure he describes. Currie’s 
analysis provides program impetus for 
the Eisenhower Foundation. 

The Eisenhower crime prevention 
programs address crime at its source by 
rebuilding eroded grass-roots and neigh- 
borhood power structures, restoring dys- 
functional family systems, and providing 
adequate employment for those in the 
nation’s inner cities. 

It is clear that any crime prevention 
policy that is to succeed must be rooted 
in the elements that Eisenhower em- 
ploys. Perhaps no one has said this so 
bluntly as Michael Smith, director of 
the Vera Institute of Justice: 


1. Elliott Currie, Confronting Crime (New 
York: Pantheon Books, 1985), p. 278. 


A crime control strategy that doesn’t incorpo- 
rate fundamental, radical changes in the 
style and objectives of policing, in employ- 
ment policy and programs, in economic 
development strategies and targets, in family 
policy and in educational policy is not a good 
crime contro] strategy. Because it won't 
work. Public officials who try to persuade us 
that we don’t need those things for crime 
control are lying.? 


The conclusion that effective anti- 
crime programs must address the sources 
of criminal behavior in our society— 
alienation, economic inequity, and inad- 
equate social supports—has led to the 
corollary that much of the responsibility 


- for the prevention of crime lies outside 


the purview of the criminal justice sys- 
tem. The political implications of this 
realization are great because of the 
massive funds that are currently awarded 
to criminal justice in the name of crime 
prevention, funds that could often be 
more effective in that effort were they 
allocated to the inner city to fight the 
basic causes of crime. 

It is important, however, that respon- 


sibility for the prevention of crime be 


retained by the criminal justice system 
even as that responsibility is expanded 
to include economic and social program 
spheres. Because criminal justice does 
little now to reduce crime does not mean 
that criminal justice programs cannot 
dramatically affect crime rates. This can 
be clearly seen if we draw another 
hypothetical portrait, similar to Dr. 
Currie’s, focused on the traditional crim- 
inal justice system, as follows. 

If we wanted to make sure that those 
who commit crimes are encouraged to 
commit them again, we would establish 
a slow and frustrating system of justice 
that apprehends offenders and admin- 


2. Michael E. Smith, Remarks delivered at 
“Redefining the Crime Debate,” Conference spon- 
sored by the city of Atlanta, Atlanta, GA, 7 Mar. 
1986. 
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isters sanctions in arandom fashion. We 
would invoke more severe punishments 
for poor people and minorities. We 
would employ community outsiders to 
maintain order, deploying them in mili- 
taristic and alienating ways. We would 
ignore substance abuse and other mental ` 
health problems of offenders by failing 
to provide adequate treatment options. 
We would primarily utilize one punish- 
ment, incarceration, for offenders and 
institute systems of automatic sentencing 
so that individual circumstances or needs 
could not be taken into account in 
developing a plan that might facilitate 
offender reform. We would separate 
offenders from their families and their 
communities, thereby depriving them of 
the necessary support they would need 
to institute changes in their behavior. 
We would nourish rage and despair by 
forcing the offender to live in crowded 
conditions with few options for filling 
idle time. We would maintain this policy 
by ignoring the bulk of all criminal 
justice research in the last twenty years. 
This hypothetical portrait is a descrip- 
tion of criminal justice in the United 
States. It describes a policy that costs 


Americans billions annually and pro- | 


vides little in return but despair. 

Speaking to a national meeting on 
drug crime last summer, New York 
State Governor Mario M. Cuomo said, 
“There is no silver bullet to kill this 
dracula. We need more police, we need 
more prisons... and we'll do it, but we 
know it’s not the answer. Government 
has to help, how J don’t know. Maybe 
there isn’t an answer.” 

No easy answer. No silver bullet. But 
the situation is by no means hopeless. 
We know alot about what to doin order 


3. Mario M. Cuomo, Remarks delivered at 
“Municipalities’ Emergency Narcotics Discus- 
sion,” Conference sponsored by the city of New 
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to reduce crime. “Neighborhoods, jobs, 
and families” has become a catch phrase 
for a crime prevention policy that works. 
“Neighborhoods, jobs, and families” 
must also drive criminal justice policy if 
itis to be effective in stopping crime. We _ 
know, for example, that we can promote 
community cohesion and maintain order 
through innovative policing techniques 
that attack crime at the source while 
maintaining rapid response time and 
efficiency. We also know that a timely, 
fair, and accessible judicial process with 
a broad range of resolution modàlities 
and punishment options would restore 
citizen faith in the criminal justice sys- 
tem. Such a process would also provide 
a problem-solving model for communi- 
ties and a hope for resolution that is 
currently not available. Finally, we know 
that effective corrections programming 
centered on recidivism prevention could 
save billions in victimization and prison- 
building costs while dramatically reduc- 
ing crime. 

The task of reforming the nation’s 
enforcement methodology, the court sys- 
tem, and the correctional system might 
seem overwhelming, but much of the 
groundwork for this reform has been 
laid. It is almost as if a huge pile of 
puzzle pieces were dumped on a table 
waiting to be assembled. 

What are the elements of a criminal 
justice policy that would ensure that 
those who commit crimes were encour- 
aged not to commit them again? There 
are many relatively new criminal justice 
efforts—child abuse prevention is an 
example—that could dramatically 
reduce crime if adequate resources were 
provided. Such strategies should be ex- 
plored, evaluated, and expanded. What 
I have chosen to discuss in this article, 
however, is the need to redirect resources 
in existing criminal ‘justice institutions, 
particularly enforcement, the courts, and 
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corrections, because the adverse effects 
of misguided programming in these areas 
actually contribute to the crime prem 
Change is urgent. 7 


`” ENFORCEMENT 


According to the Public Agenda 
Foundation, citizens feel police protec- 
tion is the most effective strategy pre- 
sently being employed to prevent crime. 
Angry faces of citizens demanding more 
police have become the symbol of citi- 
zens who want more security in their 
neighborhoods and communities. 

But we have known for over a decade 
that the citizens’ expectation that more 
police will reduce crime is a false one. In 
1974, the Kansas City Preventive Patrol 
Experiment revealed that increased 
police patrol has no effect on crime 
rates. Subsequent research continues to 
indicate that “police officers driving 
around in unfocused patrol largely wait- 
ing for calls for service is a mostly 
ineffective crime prevention strategy.” 
_ Still, as we have seen with other failed 

criminal justice policies, the idea that 
more police are better remains the axiom 
of most local leaders. Expensive cars—a 
police car with two officers costs 
$100,000 annually to operate—are put 
on the street to react to increasing 
amounts of crime that polce do very 
little to prevent. 

This is not to say that the police could 
not play a vital role in the prevention of 
crime. They can. But in order to do so, 
many of their resources must be deployed 
in policing efforts that are dramatically 
different from the militaristic posture, 


l 4. The Kansas City Preventive Patrol Experi- 
meni (Washington, DC: Police Foundation, 1974). 
5. Lawrence Sherman, “Policing Commun- 
ities: What Works?” Communtties and Crime 
(1986). 
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the screaming sirens, and the flashing 
lights that are the controlling metaphor 
for the bulk of police tactics today. 
New York City’s Community Patrol 
Officer Program (CPOP) is one example 
of a policing effort that manifests what 
most of the research data indicate needs 
to be done to improve the effectiveness 
of law enforcement. Developed by the 
New York Police Department in close 
consultation with the Vera Institute of 
Justice, CPOP utilizes foot patrols and 
community contacts to integrate police 
officers into the life of the city’s neigh- 
borhoods. The goal of CPOP is to effect 
permanent neighborhood change 
through the maintenance of order and 
the support and development of neigh- 
borhood resources and networks. Unlike 


some large cities in which the institution 


of such programs 18 cosmetic or oriented 
toward public relations, CPOP has been 
methodically instituted and is constantly 
scrutinized and adjusted in recognition 
of the fact that innovative enforcement 
strategies must be undertaken cau- 
tiously. In addition, the city of New 
York has allocated sufficient resources 
to CPOP to evaluate its usefulness ade- 
quately and to demonstrate commitment 
to the idea that police should become 
part of the neighborhoods they serve. 


Currently, 360 officers in 37 precincts 


serve as community patrol officers. In 
addition, 37 sergeants and 37 police 
administration aides have been assigned 
to the program. 

CPOP evaluates its own effectiveness 
by criteria beyond the number of arrests 
made by officers. It is a good first step 
in deploying priority resources on the 
neighborhood level. 

The need for a shift in focus to these 
localized strategies can clearly be seen 
when one looks at a neighborhood crime 
problem such as street drug dealing. 


CRIME PREVENTION AND CRIMINAL JUSTICE 


Federal efforts directed at “halting drugs 
at the source” have proved futile. Before 
President Reagan spent hundreds of 
millions of dollars in South Florida to 
stop cocaine smuggling, 60 percent of 
the nation’s cocaine flowed through 
South Florida. Now 70 percent is smug- 
gled through that region despite what is 
clearly our best border enforcement 
effort.6 Community-based policing strat- 
egies have a much higher chance of 
succeeding because the problem is dealt 
with in smaller, more manageable terms, 


and communities are motivated to help. . 


This cooperative criminal justice and 
community effort also lays the ground- 
work for the broad range of community 
resources that are vitally necessary to 
deal with a problem such as drugs. Such 
resources include community-based 
treatment and self-help groups and other 
neighborhood options that counter the 
alienation that leads to drug abuse. 

The best example of genuinely neigh- 
borhood-focused policing is in Japan 
where i 


police are assigned to small geographic areas 
where they often live with their families, try 
to become integrated into neighborhood life, 
make door to door visits and are known as 
neighbors of most people there and conse- 
quently receive much more cooperation from 
citizens—for example, in reporting crime— 
than do American police.” 


The Japanese take care to address crime 
problems at their source, and we should 
not negate the potential for the use of 
this successful policing model in the 
United States. The Japanese experienced 


_ 6. New York Times, 31 Aug. 1986. 

7. Lynn A. Curtis, “The March of Folly: 
Crime and the Underclass” (Paper delivered at the 
Home Office Workshop on Communities and 
Crime, Cambridge University, Cambridge, 
England, 16-18 July 1986), p. 41. 
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a serious increase in crime following 
World War II that they managed to 
reverse; reversal is a feat rarely accom- — 
plished utilizing traditional American 
policing techniques. 

Thus the principles on which policing 


: methods should be designed are commu- 


nity involvement and investment with 
equal priority given to solving problems 
in the short and long term. Further, the 
prevention of crime must become a 
primary rather than a secondary policing 
agenda. And every effort should be 
made to avoid using policing strategies 
as political tools that are employed 
randomly and capriciously wherever a 
symptomatic crime issue raises its head. 
This reactionary response is not helpful 
and only serves to frustrate citizens, who 
do not want the short-term relief of a 
cavalry rushing in but rather the lasting 
order provided by police who are in- 
volved in consistently supporting and 
maintaining their communities. 


COURTS = 


While the Public Agenda Foundation 
found that the public sees the police as 
the strongest link in the criminal justice 
system, it also learned that citizens view 
the courts as the weakest link. The 
process that occurs after arrest is gener- 
ally considered to be inefficient and 
fraught with inequities. The public holds 
defense attorneys and prosecutors equal- 
ly responsible for these problems. 

Further, it is the observation of com- 
munity crime prevention practitioners 
that distrust of the criminal justice sys- 
tem is one of the primary causes of fear 
of crime.’ 


8. Stephanie Greenberg, Informal Citizen 
Action and Crime Prevention at the Neighborhood 
Level (Washington, DC: National Institute of 


` Justice, 1985). - 
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What happens after a crime is com- 
mitted and an arrest is made is critically 
important in terms of the way the com- 
munity views the maintenance of justice 
and order. At this point in the proceed- 
ings there is much the criminal justice, 
system can do to restore and maintain 
community trust by adopting accessible 
and streamlined processes,. providing 
adequate options for the offender, and 
providing proper support and informa- 
tion to the victim. 

Timely, open, and orderly court pro- 
cesses send a message to the community 
that chaos does not reign. Such processes 
also can provide the mechanism to fill 
what may be the greatest gap in the 
criminal justice system, early interven- 
tion. When the courts are responsive 
and draw from a broad menu of commu- 
nity resources, many offenders, even 
serious ones, can be diverted to pro- 
grams that can effectively prevent con- 
tinued criminal behavior. The programs 
for rehabilitating juvenile sex offenders 
developed by Fay Honey Knopp are a 
stellar example of such effective alterna- 
tives. The sex-offender programs have 
been successfully implemented in many 
cities and in states including Minnesota, 
. California, New York, and Colorado. 
Through peer counseling and other ther- 
apies, the source of the sexual dysfunc- 
tion is isolated in the offender. Then 
steps are taken to realign the youth’s 
sexual perceptions. The recidivism rate 


for these programs is less than 10 per- ° 


‘cent. And because most sex offenders 
commit hundreds of crimes in a lifetime, 
Knopp’s successful treatment programs 
have already contributed dramatically 
to the reduction of crime. 

Courts should also be involved in 


promoting programs that mediate dis- : 


putes between individuals in lieu of 
judicial proceedings because they reduce 


THE ANNALS OF THE AMERICAN ACADEMY 


court costs and time and have the poten- 
tial to reduce violence and jail time as 
well. More important, these programs 
empower individual citizens to solve 
their own problems creatively, thus 
reducing the need for police or other 
professionals to intervene. 

' Perhaps the best model for commu- 
nity mediation is the San Francisco 
Community Board Program, an inde- 
pendent program outside the criminal 
justice system that trains community 
mediators and handles a broad range of 
neighborhood disputes.? Last year, the 
Community Board Program dealt with 
more cases than the number of jury 
trials in the local municipal court. 


CORRECTIONS 


If we want to make sure that those 
who have committed crimes do not 
commit them again, what do we do? 
What punishments work best at reducing 
repeat offenders? How do we hold offen- 
ders accountable while promoting indi- 
vidual reform? How should we decide 
who should participate in sentencing 
programs within the community and 
who should be incarcerated? How do we 
facilitate the maintenance of family ties 
for those in jail or prison? What kinds of 
employment and educational training 
are needed? 

These questions are difficult ones, so 
difficult that for the most part they go 
unanswered. Instead, more and more 
people are stuffed into jails and prisons, 
our most expensive and least effective 
punishment for crime. 

A million people are currently in state 


9. See Raymond Shonholtz, “The Citizens’ 
Role in Justice: Building a Primary Justice and 
Prevention System at the Neighborhood Level,” 
this issue of The Annals of the American Academy 
of Political and Social Science. 
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prisons or jails. Only 50 percent of those 
are violent offenders. The rise in these 
populations does not parallel a similar 
rise in crime rates. Instead, it reflects 
changes in sentencing practices insti- 
gated, for the most part, by politicians 
who pledge to get tough.!° | 

The fifth Figgie Report restated what 
was already known about these get- 
tough policies: that they do not work. In 
none of the fifty states was any correla- 
tion found between incarceration of 
offenders and reduced crime. In fact, in 
some cases, these policies make it 
worse.!! In a study for the Rand Corpo- 
ration, Joan Petersilia found that when 
she compared the recidivism rates of 
incarcerated offenders to those of similar 
offenders who were placed on probation, 
those on probation committed fewer 
crimes after their sentences were com- 
pleted. Specifically, Petersilia found that 
72 percent of the prisoners were rear- 
rested, as opposed to 63 percent of the 
probationers. New charges were filed 
against 53 percent of the prisoners, as 
compared to 38 percent of the proba- 
tioners. Of the prisoners, 47 percent 
were reincarcerated, while only 31 per- 
cent of the probationers were returned 
to jail. 

It is important to note that these 
differences were found even when a 
traditional probation program was stud- 
ied. Probation. programs currently 
employed in the United States almost 
uniformly lack adequate supervision, 
treatment, and employment assistance. 

The 10-15 percent differences in recid- 
ivism rates that Petersilia found should 
prove significantly important, especially 


10. Roger Lauen, “Differential Use of Incar- 
ceration among States,” Birds in a Cage Forget to 
Sing (Manuscript, n.p., 1987). 

ll. Figgie Report, no. 5, Parole and Probation 
(Santa Monica, CA: Rand, 1985). 
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to policymakers who are willing to spend 
billions annually on prisons and jails 
that do not reduce crime or recidivism at 
all. What is startling, however, is that 
the recidivism rates for both groups are 
incredibly. high. 

Lowering these rates dramatically 
must be one of the primary goals of 
criminal justice policy. Our determina- 
tion to achieve this goal should be 
manifested in programs built on strate- 
gies we know to be successful in reducing 
the likelihood of an offender’s com- 
mitting a new crime. 

Such programs include a variety of 
options that are built on principles of 
community, jobs, and family. They pro- 
vide a structured environment in concert 
with living-skills programs and offer a ` 
significantly increased potential for an 
offender’s reintegration into neighbor- 
hood and family life. 

Residential corrections programs and 
work-release programs are used in some 
jurisdictions as alternatives to incarcera- 
tion in jail or prison. ‘These programs 
allow offenders to work during the day 
and return to a monitored facility in the 
evening. This deprivation of liberty holds 
offenders accountable for their crimes. 
However, these programs also provide a 
supportive and learning environment 
that can be geared toward dealing with 
the problems of a variety of offenders 
including those who are alcohol or drug 
abusers, mentally handicapped or men- 
tally ill, or victims of domestic assault. 
These programs are also especially effec- 
tive for property offenders who commit 
economically motivated crime because 
the programs support self-discipline 
while inculcating work skills. 

Less severe punishments that have 
also proved immensely successful in 
rehabilitating offenders are supported 
work programs and community service 
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sentencing programs. These programs 
provide offenders a supervised employ- 
ment situation within either the public 
or private sector. They instill account- 
ability and good work habits and have 
been shown to be effective with many 
nonviolent offenders, particularly drug 
offenders. 

In addition to these alternatives, pro- 
bation programs, which monitor offend- 
ers who are released to the community, 
should be substantially enhanced to 
improve their effectiveness. In 1986, the 
Correctional Association of New York 
issued a report, entitled The Road Not 
Taken, that outlines a design for a 
model probation program. Called the 
Community Protection Program, this 
program would increase offender 
accountability and facilitate rehabilita- 

-tion through requisite employment, cur- 
fews, drug checks, and increased moni- 
toring. In addition, the Community 
Protection Program would require that 
the offender be involved in counseling 
or substance-abuse treatment. 

Development and utilization of these 
program alternatives to incarceration 
would do much to eliminate the over- 
crowding that plagues the nation’s jails 
and prisons while reducing the revolving- 
door syndrome of offender recidivism. 

The same principles of the program 
alternatives—the maintenance of family 
and community ties, meaningful employ- 
ment, and freedom from alcohol or drug 
addiction—should guide the program- 
ming for offenders who afe incarcerated. 

Recidivism rates in this country are 
disturbingly high. Almost half of those 
who are released from prison return.!? 
Thus it would seem that, whatever direc- 


12. Robert Greenfield, Recidivism Rates in 
the U.S. (Washington, DC: National Institute of 
Justice, 1985). 


tion we take in sanctioning offenders, 
efforts to prevent offenders from com- 
mitting crimes again, after they leave 
our institutions, would be the primary 
goal. Unfortunately, the state of the 
nation’s overcrowded prisons and jails 
has not changed much since the Presi- 
dent’s Crime Commission wrote in 1967 
that 


life in many institutions is at best barren and 
futile, at worst unspeakably brutal and de- 
grading. To be sure, the offenders in such 
institutions are incapacitated from commit- 
ting further crimes while serving their sen- 
tences, but the conditions in which they live 
are the poorest possible preparation for their 
successful reentry into society and often 
merely reinforce in them a pattern of manipu- 
lation or destructiveness.!3 


This pattern must be reversed. There 
is no excuse for incarcerated offenders 
to spend their time in idle and self- 
destructive ways. Prison education and 
employment programs are available, but 
rarely to everyone. In New York State, 
for example, only about 10 percent of 
the prison population is involved in such 
programs. As prisons become more and 
more overcrowded, program space is 
taken away, converted to space for beds. 
The average annual prison cost per 
inmate is about $20,000. Jail costs are 
even higher. Such spending is totally 
wasted if prisoners sit idle. 

Educational and employment pro- 
grams should be required of all prisoners 
who.are capable of working or attending 
school. All inmates should have an 
educational and employment plan to 
guide them during their sentence. Voca- 
tional and employment counseling 


13. President’s Commission on Law Enforce- 
ment and Administration of Justice, The Chal- 
lenge of Crime in a Free Society (Washington, 
DC: Government Printing Office, 1967), p. 159. 
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bad 


should be available -to everyone. In 


addition to countering recidivism, such 
programs preserve the tranquility of the 
individuals who participate, promote 
prisoner well-being, and reduce institu- 
tional violence. ei 


Another key strategy that must be - 
_ undertaken to reduce recidivism rates 


among prisoners is dealing with alcohol 


and drug abuse. According to the De- . 
partment of Justice, 54 percent of all- 


inmates convicted of violent crimes were 


drinking prior to the offense; 25 percent . 


had used ‘drugs: Of those convicted of 
assault, 62 percent had been drinking 
prior to the offense; 22 percent had used 
drugs. Of those convicted of manslaugh- 
ter, 68 percent had been drinking prior 
to the offense; 19 percent had- used 
drugs. Of those convicted of robbery, 48 
percent had been drinking prior to the 
offense; 31 percent had used drugs.'*. 

In 1982, after Joseph Califano, Jr., 
completed his study of drug and alcohol 
abuse in New York, he warned that “the 
link between alcohol and crime is real 
and too often ignored or brushed under 
the carpet . : . there should be no dispute 
about the need to take action against the 
- misuses of alcohol in our overall efforts 
to. fight crime.”5 However, in most 
cases, offenders with alcohol or other 
substance abuse- problems may enter 
and leave the criminal justice system 
many times. without ever being diag- 
nosed or treated for addiction. Recidi- 
vism is the result.. 

Because of the prevalence of this 
` problem and the fact that it goes largely 
unaddressed, the potential for successful 


14. Jail Inmate Survey (Washington, DC: 
Department of Justice, Bureau of Justice Statis- 
tics, 1983). ° 

. 15. Joseph Califano, fe Report on Drug 
Abuse and Alcoholism (Albany: State of New 
York, 1982), pp. 51-52. 
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programs in this area are- enormous: 
iPerhaps- no other path is, as Clearly 
defined as this road to a rapid reduction . 


_in recidivism. States, however, dedicate _ 
only minimum resources to the problem __ 
" of substance abuse in offenders. In many 


cases, even the successful self-help pro- 
grams—Alcoholics Anonymous -and 
Narcotics Anonymous—are not avail- 
able to offenders. Substance abuse must 
become a priority of the criminal justice © 
system. Every criminal justice agency ` 
should develop the capacity to identify, 
at-an early stage, offenders at risk for 
alcohol or drug abuse. Full-fledged treat- ` 
ment programs for these offenders must 
be developed. - 

Substance abuse problems a are oén 
rooted in family dysfunction, and drug 
and alcohol programs provide an excel- - 
lent way to deal with the final factor that 
can contribute. to reduced recidivism— 
strong family ties. for offenders. 2: 

In virtually all the research completed 
on recidivism in the last twenty years, 
perhaps no factor has proved a more 
consistent predictor of reduced recidi- 
vism than the maintenance of the offend- 
er's family ties. Unfortunately, the crimi- 
nal justice system is often a constant 


- stumbling block to this process. Prisons 


are generally located far from the.urban 
inner cities that are home to most offend- 
ers. Visiting practices are’ difficult to 
establish, and information about prison - 
procedures and access are difficult if not . 
impossible for families of inmates to 
obtain. Even correspondence is difficult. 
There is rarely appropriate space for | 
prisoners to visit. with their children, and 
child care is rare. There are few transi- ` 
tion programs that help prisoners return. 
from institutions to. their families: These 
needs and more must be attended to if 
we are serious about helping. ones 
live crime-free lives. te 
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Parenting classes for both men and 
women offenders along with family- 
reunion programs that provide offenders 
with space for long-term family visits 
are among the strategies currently being 
explored to strengthen the family ties of 
offenders. 

Some estimate that as many as 70 
percent of all offenders come from fami- 
lies where they were physically or sexu- 
ally abused or both. Because the poten- 


- tial for re-creating the cycle of family 


violence and abuse is so great, intensive 
family counseling is also vital for offend- 
ers. As much as possible must be done to 
support the creation and maintenance 
of a family life for offenders that pro- 
vides incentives to abandon a criminal 
life-style. 

Along with aggressive programs to 
strengthen family ties, provide adequate 
educational and employment training, 
and deal with alcohol and drug abuse, 
strong prerelease programs must be 
established to assist offenders in making 
the difficult transition from jail or prison 
to the community. Prerelease counseling 
programs to assist inmates in developing 
job interviewing and work-related skills 
and in making the emotional adjustment 
that release entails should be available. 
Temporary release programs that allow 
prisoners to reintegrate into the commu- 
nity gradually while still in jail or prison 
should also be employed. These work 
programs must be located in communi- 
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ties where prisoners will reside upon 
release. 

Effective parole programs must focus 
not only on supervision, but also on 
family ties, drug abuse; and employ- 
ment. The Neighborhood Work Pro- 
gram, a parole program developed by 
the Vera Institute of Justice, 1s a good 
start. Neighborhood Work supports and 
monitors employment for parolees. The 
program grew out of the Vera Institute’s 
finding that not only a job, but ajob that 
provided a way out of a dead-end labor 
market, was crucial in reducing offender 
recidivism. 

There are many other crime preven- 
tion efforts that can be appropriately 
undertaken by tie criminal justice sys- 
tem. Expanding programs for victims of 
crime, violence-prevention classes in 
schools, and the prevention of domestic 
assault are a few. However, the most 
immediate need is to redirect the huge 
fiscal resource currently appropriated to 
enforcement, the courts, and corrections 
to efforts that will reduce crime. 

The Eisenhower Foundation leads 
the way in pointing to crime prevention 
programs based on strong and cohesive 
neighborhoods, healthy families, and 
ample employment options. Criminal 
justice programm:ng should be based on 
these same principles. There are no easy 
answers, no silver bullets. But there is 
much the criminal justice system can do 
to prevent crime. 
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Innovative Policing in Houston 
By LEE P. BROWN 


ABSTRACT: To address crime, we must solve the social and economic 
problems facing the poor and minorities in our cities. Until the nation 
accepts this proposition, we can still work toward becoming more 
responsive, by refining the presently reactive role of police, among other 
initiatives. In Houston, police beats have been redesigned to reflect natural 
boundaries and officers have been assigned to specific neighborhoods ona 
permanent basis. Through the Directed Area Responsibility Team pro- 
gram, officers learn as much as they can about their neighborhoods and 
meet with community leaders. A complementary innovation, Project 
Oasis, assumes that, in a bad neighborhood, residents are good people who 
must take responsibility for local improvement, building on supportive 
services from government. In these and other new strategies in Houston, 
the use of community resources is the umbrella under which all policing 
activities are conducted. 


Lee P. Brown is chief of police of Houston. 
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A \RIME is a very serious problem in 
` most urban areas. To me and 
many of my colleagues, crime represents 
the number-one domestic problem con- 
fronting our country. We must be con- 
cerned about our cities because all the 
data show that inner-city residents suffer 
more than anyone else from the problem 
of crime. We must be concerned that we 
do not have a national strategy or a 
national policy for addressing the prob- 
lem of crime in this country. As a result 
of this absence, there is an almost total 
reliance on the criminal justice system 
for the administration of actions that 
deal with the problem of crime and 
criminals. , 

The criminal justice system, however, 
is not a “system” in our usual under- 
standing of the word. Rather, it is a 
process that no logical person—and 
certainly no reasonable person—would 
ever implement, but that is what we 
have. Our efforts to use this system for 
the administration of justice to attack 
the problem of crime have been unsuc- 
cessful. We therefore must recognize the 
need for a new approach. The call for a 
new approach is essentially what we 
have heard before in our recognition of 
the relationship between crime and the 
socioeconomic problems that exist in 
our communities. 

If we are going to be able to address 
the problem of crime effectively, we 
must deal first with unemployment, 
poverty, hunger, inadequate housing, 
_ educational problems, illegal narcotics, 
and family problems. If we are serious 
about combating crime, there must be a 
number of changes in how we approach 
the problem. This I submit as a long- 
term proposition, though our cities are 
desperately in need of immediate relief. 

I therefore will focus on one means of 
addressing the pressing problem of 
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crime. In doing so, I will identify what 
we are doing in Houston, with the 
expectation that others may be able to 
apply some of what we have attempted 
in their own jurisdictions. 

In Houston, we are driven by values. 
We recognize that police agencies are 
highly structured. Moreover, they are 
not necessarily designed or established 
to prevent crime; instead, policing is 
primarily reactive. If we are to derive the 
most out of the tax dollars we receive 
from our community, we must redefine 
policing. We must create a whole new 
direction for policing in this country as 
well as create a completely new culture 
of what we are about as law enforcement 
agencies. In Houston, we believe that 
one of the best ways to start that process 
is to develop a set of values—statements 
of what we believe in that can be used as 
parameters for setting policy, imple- 
menting programs, and, ultimately, 
delivering police services to the people 
who live and work in our city. 

Of the 10 values we developed for the 
Houston Police Department, I will dis- 
cuss the first 4. These will provide an 
overview of what we are trying to do in 
the city of Houston as we work toward 
becoming more responsive in our ability 
to prevent crime. 

The first value states that, as a police 
department, we must make it possible 
for citizens to work with us in the 
interest of controlling crime. Our mes- 
sage to the citizens of Houston is that 
crime is not solely a police problem— 
that it is a community problem requiring 
the involvement of the police and the 
community and that all segments of the 
community have an extremely important 
role to play in the fight against crime. 

The second of the values deals with 
the necessity of setting priorities. Ac- 
cordingly, we at the Houston Police 
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Department have made crime prevention 
our number-one ‘priority. We believe 


- that it is not only logical but also better ` 


to prevent crime than to set the machin- 

ery of a police agency into motion after a 

citizen has been victimized by crime. 
The third value states that when we 


deliver police services, we will:'do so.in a 


manner that not only preserves but also 
advances the principles of our democ- 


racy. This is extremely important be- ` 
- are required to conduct what we call 


cause citizens are less likely to join in the 
fight against crime if they do not respect 
what the police are doing. By adhering 
to the principle that the role of the police 
is to enforce the laws as well as protect 
the individual’s constitutional rights, 
law enforcement officers become the 
most important employees i in the whole 
structure of government. - 

The fourth value holds that police 
services should be delivered in a manner 
that reinforces.the concept of neighbor- 
hoods. We have studied carefully what 
the social analysts have said and what 
the futurists are saying about large urban 
areas. It is quite clear to us that people 
are concerned about the quality of life in 
their neighborhoods. In addition, the 
current self-help movement means that 
people are relying more on themselves 
and less on government to deal with the 
problems that have a negative impact on 
the quality of life. The same is true in the 
areas of public safety and ‘crime. We at 
the Houston Police Department want to 
be part of that process, i 

-. To do so, we completely pedesinned 


our ‘police beats at the beginning of | 


1986." Our beats now. reflect - natural 
neighborhood boundaries. We no longer 
rely solely on major thoroughfares to 
split geographical areas into beats. In 
addition; we assign our officers to the 


neighborhoods on a permanent basis. 


SPECIFIC PROGRAMS — 


. One embodiment of these four values ` 
is a program we refer to as the Directed . 
Area Responsibility Team (DART)..We 
have experimented with this concept for 
three years now and have found it to be 
effective. We therefore are applying i itin 
increments to all parts of the city. Under 
the DART program, officers are assigned | 
to a particular neighborhood and then - 


beat profiling. Beat profiling requires 
that officers learn as much as they can 
about their assigned beat, that they 
constantly update that information, and 
that they know who the neighborhood 
leaders are, what the neighborhood 
groups are, and what factors are at risk 
in the area.’ 

The obvious eee of fe DART 
program is:to conduct community polic-. 
ing so that we operate like the old copon ` 
the beat-who knew the people in the area - 


he patrolled and was an integral part of — . 


the community. In other words, we want 
to be able. to maintain order by being a _ 
partner with the community. The citi- 
zens of the community therefore become 
part of the resources we have at our 
disposal to help us improve the'quality . 
of neighborhood life throughout the city 
of Houston. Underthe DART program, 
the traditional way of defining law en- 
forcement is expanded, and the objective 


of the police becomes the improvement `. 


of the quality of life in all of thig city’s 
neighborhoods: i 
The DART program ioke the 


. delivery of police services at the neigh- 


borhood level and the decentralization 
of most of our operations. This process. 
has allowed us to make policing a team 
effort. The players are patrol Officers, 

detectives; crime prevention officers, and 
crime analysts who deal with not only 
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. crime but also neighborhood problems. 

We have implemented many other 
programs and have experimented with 
- different aspects of existing programs to 
see what the results might be. The 
DART program is an example of such 
an endeavor. The DART program, how- 
ever, is not the only program or strategy 
we have implemented to fulfill our com- 
mitment to our community-oriented 
policing values. Among the other pro- 
grams are Project Oasis and Fear 
Reduction. . 

Houston neighborhoods that exhibit 
physical deterioration—that have dilapi- 
dated structures, poor lighting, and other 
deficiencies—are the targets of Project 
Oasis. The strategy of Project Oasis 
incorporates our belief that if the com- 
munity and the government work to- 
gether, the problem of safety in area 
neighborhoods can be lessened. 

Project Oasis uses the oasis technique, 
a comprehensive system for improving 
living conditions and the quality of life 
in blighted neighborhoods characterized 
by vandalism, illegal drugs, burglary, 
theft, assault, and other crimes. The 
technique was developed by the Oasis 
Institute in Fort Lauderdale, Florida. 
When applied to selected areas of cities 
in that state, the technique proved highly 
successful. 

The theory behind the technique is 
that if good things are placed in blighted 
areas, the good things can infiltrate the 
bad things and transform the area into 
something better. The theory also makes 
certain assumptions about what is meant 
by “good” things and “bad” things in 
neighborhoods as well as assumptions 
about the people who live in those 
neighborhoods. 

According to these assumptions, the 
people who live in a neighborhood are 
good people. This means that responsi- 


bility for improving a bad neighborhood 
lies with the residents themselves. The 
theory recognizes, however, that resi- 
dents cannot transform their bad neigh- 
borhoods into good ones unless the gov- 
ernment reinforces the positive behavior 
of good residents by providing appr 
priate support services. 
We have been experimenting with the 
oasis technique and have found that it 
works.quite well. We began with one of 
our public housing projects. The results 
were a significant reduction in both 
crime and calls for police services in the 
area and an improvement in the quality 
of life for the project’s residents. 
Another program we have imple- 
mented is the Fear Reduction project, a 
national research study conducted by 
the Police Foundation with a grant from 
the National Institute of Justice. Two 
U.S. cities-——-Houston and Newark, New 
Jersey—were selected as the sites for 
performing a systematic evaluation of 
several locally devised strategies aimed 
at reducing citizens’ fear of crime. The 
theory behind the project is that if 
something is done to reduce the fear of 
crime, actual crime also will be reduced. 
' As part of our participation in this 
national research project, we imple- 
mented a number of fear-reduction strat- 
egies, including the opening of police 
community storefronts and the creation 
of a Community Organizing Response 
Team, a Neighborhood Information 
Network, a Victim Recontact program, 
and a Direct Citizen Contact program. 
The police community storefronts 
serve small geographical areas with pop- 
ulations of about 2000 people, allowing 
us to bring police services to each area 
based on its particular needs. The store- 
fronts we have opened for the Fear 
Reduction project are not unlike those 
in Japan, where a building within a 
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` neighborhood has officers permanently 
assigned to it, and the officers’ job is to 
police the neighborhood in ways that 
lead to an improvement in the residents’ 
quality of life. 

Our evaluation of the Fear Reduction 
project showed the storefronts as a 
strategy to be quite effective. We now 
have 16 community storefronts in opera- 
tion throughout Houston and plan to 
establish more. 

The objective of the Community 
Organizing Response Team was to deter- 
mine whether policing efforts can be 
more effective if officers are first trained 
to be community organizers and then 


sent into the community. Officers helped — 


residents not only identify issues that 
need to be addressed but also determine 
what city government resources are 
needed to resolve these issues. 

A third program we implemented 
was a strategy called Direct Citizen 
Contact. Under this program, officers 
knocked on every door in a defined area, 
introduced themselves, and said, “I am 
your police officer. What concerns do 
you have about safety?” An evaluation 
of the Direct Citizen Contact program 
showed it to be one of our most success- 
ful fear-reduction strategies. After 
speaking with the officer, residents felt 
much better about their neighborhood. 
Our evaluation also showed that crime 
itself was reduced in the target areas. 

Two other programs—Neighborhood 
Information Network and Victim 
Recontact—-were less successful. The 
Neighborhood Information Network 
program involved the distribution of 
crime information to the community 
and led to the creation of a police- 
community newsletter. Each month, 
neighborhood residents received such 
information as crime prevention tips 
and stories about citizens and police 
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officers working together to prevent | 
crime. Another version of the newsletter 
was sent to a different group of residents 
and contained an insert that listed the 
crimes that had occurred in the neighbor- 
hood since the previous issue was 
distributed. Pog RR 
The Victim Recontact program was 
designed to assist crime: victims and 
demonstrate to them that.the police 
were concerned about their. well-being. 
To accomplish these goals, officers tele- 
phoned recent crime victims and asked 


-them if they had any problems the police 


could handle and if they had any addi- 
tional information to give the police 
about their case. When necessary, the 
contacting officer would refer the victim - 
to an appropriate agency for assistance. 
An evaluation of both programs, how- 
ever, showed the neither had much 
effect on residents’ fear of crime, neither 
increasing it nor decreasing it. . 

We now are studying the strategies 
used as part of the DART program and 
those used with the Fear Reduction 
project. We plan to coordinate them 
into a policing strategy for the entire city 
of Houston. 

The use of community resources 1s 
the umbrella under which we conduct all 
our policing activities, because the police 
alone cannot control crime. The commu- 
nity also must be involved. We can be | 
the catalysts—the professionals—but the 
citizens of the. community must be. . 
involved. | : 

As we look at the communities that 
constitute the city of Houston, we can 
see that ministers are very important 
people, particularly to members of.the 
black community. After recognizing the 
leadership role that ministers play in the 
black community, the police department 
organized a group known as Houston 
Ministers Against Crime. Members of 
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this group are very important commu- 
nity workers who assist the police with 
crime prevention efforts. 


CONCLUSION 


It is my belief that crime is related to 
the social, economic, and political sys- 
tems of our country and of our local 
communities. Because there exists an 
unequal means of achievement, there 
-will always be an unequal distribution of 
crime. Feeling crime’s greatest impact 
will be the poor and minorities, who are 
least able to pay a heavy toli for being 
the victims of crime. 


What is needed, then, is the develop- 
ment of a new role—a new mission—for 
the police. That mission must be to do 
what is necessary, and what is possible 
given the resources available, to improve 
the quality of life in the community. To 
accomplish this mission, strategic plan- 
ning and the implementation of pro- 
grams such as Project Oasis become that 
much more important. The police must 
work with the community in addressing 
the issues that affect the quality of life. 
They must deviate from the traditional 
role assumed by the police over the 
years. By doing so, the police can make a 
difference. 
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Law Enforcement, | 
Social Justice, and the | 
Legacy of Milton Eisenhower 


By EDWARD M. oe 


ABSTRACT: The new ey advocated by the Risenhower Foundation is a 
well illustrated bythe neighborhood, education, and employment opportu- . 
nity extended to high-risk young people by the Dorchester Youth 

. Collaborative in Boston. But such promising programs, and other state 
and local initiatives, require far more resources than they now are receiving 
from Washington. The challenges that lie ahead include continued 
deinstitutionalization. of status offenders, reform of a correctional system 
in which minority youth are assigned to public institutions and whites are `. 
placed i in aa facilities, and effective control of handguns. 
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N his long and brilliant career, Milton 
Eisenhower served eight presidents, 
including my brother Jack. Perhaps his 
most acclaimed contribution for those 
of us in Congress was his leadership of 
the Eisenhower Commission in the 
1970s, which marked an important turn- 
ing point in the nation’s approach to law 
enforcement. 

President Dwight Eisenhower helped 
teach us in the early years after World 
War II that arms control is an indispens- 
able part of our national defense. Milton 
Eisenhower taught us the parallel lesson 


in the 1970s that social justice is an . 


indispensable part of our war on crime. 
His words are as relevant to the problem 
of crime today as they were more than 
15 years ago, when he called upon the 
nation—and I quote him—“to eradicate 
poverty where it exists, improve educa- 
tion where it is deficient, and provide 
health care in areas of the community 
where it is inadequate and beyond the 
financial reach of its citizens.”! 

- Although our goals remain the same, 
we must do more today, in these difficult 
times of heavy budget pressure, to ensure 
that scarce resources are wisely and 
fairly used to meet the challenge of 
crime in our free society. 

The Milton S. Eisenhower Founda- 
tion has been at the forefront of the 
search for new ideas in crime prevention 
through innovative social policies that 
foster community security, encourage 
economic development, and direct the 
energy of youths to productive work, in 
accord with the themes of neighborhood, 
family, and employment. 

I am pleased that the Eisenhower 
Foundation has cited the Dorchester 
Youth Collaborative in Massachusetts 
as a national model program. Dedicated 


1. U.S., Congress, Senate, Congressional 
Record, 92d Cong., 17 Feb. 1971, p. $1421. 
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to the prevention of criminal behavior, 
the collaborative provides counseling, 
education, job development, and other 
services to demonstrate that realistic 
avenues of hope exist for youths who 
reject the sometimes tempting but always 
dead-end path of crime and drugs. The 
success and commitment of the collabo- 
rative honor the memory of Dr. Eisen- 


_ hower and the far-reaching work of the 


foundation that bears his name. It also 
honors our hope for a brighter future. 

Crime prevention is properly and 
primarily a state and local responsibility. 
But programs such as the Dorchester 
Youth Collaborative, neighborhood 
crime watches, and other effective pro- 
jects that are the key to crime prevention 
cannot function without adequate 
resources. 

In recent years, the federal govern- - 
ment has cut back too sharply on its 
commitment to assist state and local law 
enforcement. Shortsighted budget cuts 
have done long-term damage to the war 
on crime. The Law Enforcement Assis- 
tance Administration had its problems— 
but those problems should have been 
used to make the program better and 
not misused as an excuse to kill the 
agency. 

Ideology is no substitute for effective 
law enforcement and criminal justice. 
Milton Eisenhower would have been in 
the forefront of the battle today for 
responsible law enforcement, standing 
firm against those who falsely claim that 
the way to fight crime is to cut back on 
social programs, revoke the right to 
habeas corpus, resort to capital punish- 
ment, and relax our laws on gun control. 
I suspect that Dr. Eisenhower would 
also have been among the first to repudi- 
ate the slogan that summarizes the cur- 
rent posture of the Senate and the 
House of Representatives, “Support 
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your local police—unless the National 
Rifle Association says no.” 

There is no such thing. as fighting 
crime on the cheap. State and local law 
enforcement deserves more help than it 
is now receiving from Washington. In 
December 1985, Congress passed and 
President Reagan signed a law providing 
$70 million for the Office of Juvenile 
Justice and Delinquency Prevention in 
the Department of Justice. Those funds 
are urgently needed for essential juvenile 
programs in areas such as drug rehabili- 
tation, crime control, prevention of child 
abuse, and shelters for runaway youth. 
But before the money could be distrib- 
uted to states and local communities, 
the Reagan administration ordered a 
freeze—and then asked Congress to 
rescind the funds entirely. In a parallel 
budget-slashing move, the administra- 
tion also called on Congress to rescind 
another $50 million in funds to upgrade 
state and local criminal justice systems. 

I am pleased to be able to write that as 
of 15 April 1986, the freeze was over. 
The rescissions were rejected. The funds 
were made available to communities 
across the country. Such progress is 
welcome, but it consists of small steps 
compared to the challenges that lie 
ahead. 


CHALLENGES AHEAD 


After a three-year decline, it appears 
that crime is on the rise again. The 
number of major crimes climbed 4 per- 
cent in 1985. In Worcester, Massachu- 
setts, the increase was over 13 percent. 

Inadequate conditions of confine- 
ment, overcrowded cells, physical abuse, 
and suicides continue to plague juvenile 
jails, detention centers, and training 
schools. An unacceptable two-tiered 
juvenile correctional system is devel- 
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oping, in which minority youths are 
assigned to public institutions and whites 
are placed in private facilities. 

In the past, juvenile justice programs 
have focused on status offenders— 
truants and runaways—-whose offenses 
would not be crimes at all if committed 
by adults. We have made significant 
progress in this area, especially with 
respect to female status offenders, who - 
tend to be jailed more often than males. 
In recent years, Massachusetts has pio- 
neered the concept of deinstitutionaliza- 
tion for these so-called crimes. Status 
offenders and other noncriminal juve- 
niles should not be incarcerated with 
hardened criminals, and our efforts here 
deserve to be continued, adequately 
supported—and expanded nationwide. 

In recent years, we have also taken a 
number of initiatives in Congress on law 
enforcement. The Comprehensive Crime 
Control Act of 1984 is the most far- 
reaching reform of the federal criminal 
justice system ever passed. It contains | 
over 50 separate anticrime proposals, 
including worthwhile measures against 
organized crime, drug trafficking, career 
criminals, violent juveniles, and missing 
children—and an innovative approach 
to assist the victims of crime. Most 
important, the act completely overhauls 
our archaic sentencing system, which 
has long been a national disgrace. It 
abolishes parole, establishes a system of 
sentencing guidelines for crimes and ` 
categories of offenders, and ends the 
current racial and economic disparities 
in sentencing. Once these guidelines are 
in place, sentences will at last begin to fit 
the crime. In the future, sentences will be 
fairer—and convicted criminals will have 
no doubt that the time to which they are 
sentenced will be the time they actually 
must serve. 
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_ The statute also reforms the law of 
bail, so that dangerous cr:minals will no 
longer be released on bond to repeat 
their crimes while awaiting trial. Crime 
has been tough on America, but this 
measure—which I sponsored in 1979 
and was finally passed in 1984—-permits 
judges to be tough on crime and to 
_ recognize at last what every citizen 
. knows, that dangerous offenders belong 
in jail instead of out on bail. 
I do not intend to give up or give in on 
the long and difficult battle to bring 


Congress to its senses on gun control. ` 


There is no justification for the sale of 
small, easily concealed handguns, snub- 
bies, and Saturday night specials, which 
are widely used by criminals and have 
no purpose except to Eill or maim 
another human being. Thz legislation I 
support is no threat at all to responsible 
hunters,-sports men and women, and 
law-abiding citizens—but nandgun con- 
trol is literally a matter of life and death 
to citizens across the country, and it is 


irresponsible for Congress to back away ` 


from even the minimal restrictions that 
now exist. | 

Because of work like that of the 
Dorchester Youth Collaborative and 


the Eisenhower Foundation, America is 
closer to understanding and to acting on 
the fundamental truth that national secu- 
rity is more than just the budget for the 
Pentagon. It means schools where chil- 
dren can learn, houses that families can 
afford, jobs for all who are able to 
work—and the right of citizens to be 
secure in their homes and on their 
streets, secure against the fear of crime. 
A government that cannot protect its 


. people from crime fails in one of its 


fundamental responsibilities. 

Talking tough is not enough. The war 
on crime has been declared again and 
again—and it has been lost over and 
over. If the latest war is to be fought with 
more than words, then it is time to put 
our resources where our rhetoric is and 
to fund the social programs that are 
essential to success. In doing so, we will 
also be honoring Milton Eisenhower 
and his enduring vision of a fairer and 
better land, in which law enforcement 
and social justice serve each other’s 
interest and the higher interest of 
America. 
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Victim Rights and 
Criminal Justice Reform. 


By LOIS HAIGHT HERRINGTON 


ABSTRACT: The treatment of victims of crime in America by the 
criminal justice system has been a national disgrace. In recent. years, 
progress has been made to reverse this abuse, as reflected by tremendous 
growth in the number of state laws and programs designed to assist victims. 
At home, in school, in our religious institutions, and in the community, we 
must affirm values that best prevent crime. But we also must remember that 
law and its enforcement play a vital role in the inculcation of respect for 
human life and dignity. 
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LL of the following crimes occurred 
recently in Washington, D.C. A 
bright young Senate press secretary was 
found brutally stabbed to death in her 
Capitol Hill apartment. An elderly 
woman was raped at knife point in her 
home. A robber armed with a shotgun 
found a woman taking a bit of night air 
in her backyard. He shot her in the 
stomach, then burglarized her home. 
These are violent, vicious actions. 

A while ago I read an account of what 
most people consider to be a day-to-day 
crime in Washington, D.C. The victim 
-` described walking up to the front door 
of his house with a friend at 10:35 one 
evening: 


It was then that I heard the gate squeak open 
behind us. ... I felt the hard cold steel of a 
handgun against my head... . The handgun 
told me to open the door. .. . I realized that 
my world of values, of reason—in fact, my 
life itself—counted for little. I opened the 
door and, under the gun’s command, turned 
off the burglar alarm . . . was forced to lie 
down... we were at the mercy of the two 
feral men. We did not know what they 
wanted from us, nor whether the next few 
moments would be our last. Then suddenly 
they disappeared into the night taking... 
$31 and credit cards. Such was the extent of 
our tribute to the terrible God of crime, who 
for some unknown reason spared us. 


_ That is the human drama behind the 
data on crime, which were updated in 
late April 1986 by the Department of 
Justice. Some may be puzzled by the 
findings, but I am encouraged. The 
Federal Bureau of Investigation observed 
that reported crimes increased 4 percent 
last year, after a three-year decline. The 
National Crime Survey, however, found 
no significant change; in fact, it found a 
slight decrease. 

These findings are not necessarily 
contradictory. I hope the figures mean 


that, while the level of actual crime is the 
same, the willingness of people to report 
it is increasing. There are two trends that 
I will discuss later that I think may 
explain why more people are willing to 
report crime and cooperate with the 
justice system. 


VICTIMS OF CRIME 


It has been well established that most 
victims do not report crime to the police. 
More than half of all violent crime— 
rape, robbery, assault—is never reported 
to the authorities. 

The National Crime Survey tells us 
that 35 million Americans were victims 
of crime in 1985. Of these, 6 million were 
victims of violent crime. The level of 
crime in America is alarming. Over one- 
fourth of all households are affected. 

Even when crime does not strike 
physically, it strikes psychologically. The 
mere fear of crime can be just as crip- 
pling. It causes people to bolt their 
doors, bar their windows, stay inside the 
home that they have turned into a 
fortress, and withdraw from the commu- 
nity, knowing and trusting only family 
and closest friends. This situation is 
especially serious for many senior 
citizens. 

There has been an insidious change in 
our national thinking. Unintentionally, 
we have put the burden on the innocent 
citizen to stay out of harm’s way rather 
than requiring, as a just civilization 
must, that people do not break the law. 
We have accepted, without knowing it, a 
siege mentality in which we cannot feel 
safe unless we are behind locked doors. 

As long as we accept that view, we are 
condemned to be victims—victims of 
those who prey upon the innocent and 
victims of our own shifted expectations. 
We must take back the night. We must 


} 


VICTIM RIGHTS AND CRIMINAL JUSTICE REFORM ' | 14] 


recommit ourselves to making our com- 
munities safe havens for those who obey 
the law and not abandoned territories 
for those who break it: 

How do we do it? How do we respond 
to the people who have no regard for the 
life and property of other citizens? 

During the past two decades, when 
crime was soaring, through the old Law 
Enforcement Assistance Administration 
program at the federal level and dramati- 
cally increased criminal justice expendi- 
tures at the state and local levels, we 
_ spent a lot of time and money to refine 
and improve the operation of the justice 
system: from making law enforcement 
techniques more sophisticated, to 
improving the effectiveness of the prose- 
cution, to streamlining the courts, to 
making parole and probation more 
workable. I think some of our efforts 
succeeded in improving the efficiency of 
the justice system, but did crime then 
decrease? No. 

During those two decades we also 
spent millions of dollars trying to eradi- 
cate crime by finding its cause. Many 
studies were conducted to try to deter- 
mine what makes people commit crime. 
Is it drugs? Bad genes? Poverty? Unem- 
ployment? Violence on television? The 
answers were inconclusive and even 
contradictory. 

Now we are coming to the under- 
standing that if we cannot find out what 
causes crime, we should at least strive to 
heal the lives of the people it harms. It 
has taken some time for criminal justice 
system professionals and others con- 
cerned about crime to reach this 
conclusion. 

Five years ago, President Reagan 
formed the Task Force on Victims of 
Crime, which I had the honor to chair. 
After hearings throughout the nation 


and input from hundreds of victims, 


lawyers, judges, doctors, therapists, and 


victim advocates, the task force con- 
cluded that the treatment of victims of 
crime in America was a national dis- - 
grace. The system served the judges, 
lawyers, and defendants, while ignoring, 
mistreating, and blaming the victims. 
Once they survive the initial impact of a ` 
crime, the victims are drawn into a - 
system that treats them with indifference 
at best and abuse at worst. They are 
subjected to repeated questioning, forced 
to relive the experience over and over, 
kept uninformed about the case, and 
required to appear repeatedly in court. 
They often lose property and wages and 
are generally treated like photographs 
and fingerprints—pieces of evidence 
to be manipulated at the court’s 
convenience. . 

In the end, victims vow never to 
cooperate again. Said one, “I will never 
forget being raped, kidnapped and 
robbed at gunpoint. But my disillusion- 
ment with the criminal justice system is 
many times more painful. I could not in 
good faith urge anyone to participate 
with this hellish process.”! What a terri- 
ble comment on a system designed to do 
justice. After all, without a victim, there 
is no reason for this behemoth 
bureaucracy. 

Fortunately, the system is changing. 
President Reagan’s task force drew 
national attention to a battle that had ' 
been fought in grass-roots trenches for 
several years. It recommended 68 re- 


‘forms to restore balance to the justice 


system, and more than three-quarters of 
them have been acted upon. 

Congress passed the Victims of Crime 
Act of 1984 to create a fund to collect 
federal criminal fines and penalties, not 

1. Testimony from a victim to the President’ 8 


Task Force on Victims of Crime, RDE R 
DC, 15 Sept. 1982. 
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taxpayer dollars, to provide money to 
the states for their programs helping 
victims. The Justice Department has 
” launched training programs to educate 
law enforcement officers, prosecutors, 
and judges on the needs of crime victims. 
And while only four states in 1981 had 
passed comprehensive laws to ensure 
the fair treatment of victims, by 1986, 31 
states had enacted sweeping legislation 
on behalf of crime victims. 

Groups like Mothers against Drunk 
Drivers, Society’s League against Moles- 
tation, Parents of Murdered Children, 
and the National Organization for Vic- 
tim Assistance are growing rapidly. 
Local victim-assistance programs are 
starting everywhere, all across the coun- 
try, and are making such a difference. 
` The rise of the victims’ movement, I 
believe, has a great deal to do with 
improving citizens’ faith in the justice 
system and their willingness to get in- 
volved with it. I think it is one reason 
reported crime has increased. 


COMMUNITY CRIME PREVENTION 


The other reason for the increase in 
reported crime is an increased willing- 
ness of everyone, crime victim or not, to 
take responsibility for his or her commu- 
nity, so that we may all live more safely. 
I shall always remember how Senator 
Paula Hawkins described this renais- 
sance of people taking a stand against 
crime—of people taking a personal 
stand. In a takeoff of an old Navy 
slogan, she said, “Not in my family, not 
in my home. Not in my community. Not 
in my state. Not in my country.”? 

. Recently there has been a groundswell 
_ of support for citizen-oriented crime 


2. Senator Paula Hawkins, Statement to the 
President’s Child Safety Partnership, Tampa, FL, 
22 Oct. 1986. 


prevention activities. The latest figures 
show that one out of three American 
families participates in neighborhood- 
watch programs. Law enforcement lead- 
ers say these efforts have really made a 
difference, particularly against burglary, 
which has dropped 12 percent since 
1980. 

Many are familiar with one national 
effort to encourage and support state 
and local crime prevention programs. It 
is the McGruff Campaign, which uses a 
hound dog who wears a trench coat with 
the message, “take a bite out of crime.” 
The dog’s crime prevention tips have 
appeared in media everywhere, and his 
programs operate in schools, businesses, 
and neighborhoods in thousands of com- 
munities throughout the nation. 

The Eisenhower Foundation is sup- 
porting some outstanding community 
crime prevention programs and is help- 
ing to increase the nation’s attention to 
the importance of revitalizing commu- 
nities. Other measures, such as foot 
patrols, telephone chains, and block 
efforts to mark valuables and to secure 
doors and windows, all serve not only to 
reduce the level of violence in a neighbor- 
hood. They also restore the confidence 
of the people living there, and, probably 
most important, they encourage people 
to get to know and to care about their 
neighbors. Communities have been revi- 
talized as a result of ne prevention 
efforts. 

In the future, I hope, acipiborioal 
crime prevention programs can become 
more involved to help victims of crime. 
The network of concerned citizens 
involved in neighborhood crime preven- 
tion efforts could certainly offer victims 
support and assistance if they are only 
encouraged to do so, and they would 
surely make an impact. Neighbors could 
babysit children while a victim went to 
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court or bring food to the family or 
simply remind them that someone cares. 
Neighborhood-watch participants could 
be particularly helpful for victims of 
burglary, who may be afraid to stay in 
the house alone and may need a little 
company. These victims especially have 
been often overlooked by the justice 
system. 

There is a mistaken perception that 
burglary is a nonviolent, mere property 
offense. Any victim of burglary knows it 
is not a minor crime. The victims can be 
devastated. A British study found that 
the effect of a burglary on the victim can 
last six months and longer. A Hartford, 
Connecticut, study found that people 
are more afraid of burglary than rape or 
violent assault. Moreover, the.chances 
of being burglarized are very high. Fur- 
thermore, a large percentage of violent 
crimes occur during a burglary: 60 per- 
cent of the rapes, 60 percent. of the 
robberies, and 30 percent of the aggra- 
vated assaults occur in the home in 
conjunction with a burglary. Burglary is 
only nonviolent if the victim is lucky 
enough to not be home. 

Yet the system treats this crime with 
surprising tolerance. Half of all burglars, 
most of whom have multiple convic- 
tions, serve one and one-half years or 
less in prison or jail. 

Many people have argued that bur- 
glars should not serve even this much 
time because our prisons simply do not 
have the space. The prisons are indeed 
overcrowded—but they still have not 
kept pace with a soaring crime rate. 
During the 1960s and 1970s, crime 
soared 332 percent, while prison capacity 
increased only 27 percent. That is why 
we are playing catch-up by building 
more prisons and incarcerating more 
criminals. The prison population has 
grown by nearly 50 percent since 1980. 


Of the current prison population, 95 
percent are convicted violent offenders 
or convicted recidivists, and most of the. 
remaining 5 percent were convicted of ' 
arson, weapons violations, drug traffick- 
ing, burglary, or multiple offenses. The 
U.S. Justice Department has underway, | 
as do many states, a major program to 
build more prisons. 


THE CRIMINAL JUSTICE 
SYSTEM AND 
SOCIAL VALUES 


I am not suggesting that the best way 
to cope with crime is to thrust all 
offenders into prison. The problem is 
much more complicated than that, and I 
agree with one of the Eisenhower Foun- 
dation’s conclusions that our greatest 
hope for a long-term decline in the crime 
rate lies in strengthening our ties to 
family and community. Crime atomizes 
society. Under its threat, we become 
fearful and distrustful of each other. To 
counteract this divisive force, we must 
cement society through shared values. 

Among the most important values 
are responsibility and accountability for 
one’s actions. The criminal justice system 
and its laws have a role to play in 
affirming these values. When we make 
murder a crime, we make a moral state- 
ment about the value of human life. 
When we make rape a crime, we make a 
moral statement about the right of 
women to live free from violent sexual 
degradation. When we make theft a 
crime, we make a moral statement on , 
the right to property and privacy. 

But these moral statements ring hol- 
low unless they are enforced with appro- 
priate sanction. In recent years, they 
have not been. More than half the 
murderers served less than seven years 
in prison. Half the rapists served less 
than four years. Half the robbers served 
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two and a half years or less. Half the 
drug offenders served less than 11 
months. 

To me such inappropriate sanction is 
appalling and deceitful. Most people 
think that when a judge sounds his gavel 
and declares a life sentence for murder 
or 10 years for rape, that is what the 
criminal will serve. On the contrary, the 
sentence, which has been established by 
the elected representatives of the people 
to be commensurate wita a crime, is 
generally disregarded, whether by abuse 
of judicial discretion or parole authority, 
early release. programs, or other means. 

To be effective, the criminal justice 
system’s actions must be guided by a 
desire to affirm our shared values—not 
. just to affirm an institution’s power to 
suppress a criminal or to affirm an 
arcane set of rules about criminal proce- 


dure that ignore the victim’s interests. 

Some argue that to affirm the values 
that will best prevent crime, one should 
not rely on the justice system. Those 
values are best taught at home, in school, 
in religious institutions, or in community 
groups. I agree, but unfortunately such 
instruction is not enough. The law and 
its enforcement play a vital part in the 
inculcation of respect for human life and 
dignity. 

Oliver Wendell Holmes once said, 
“The law is the witness and the external 
deposit of our moral life.” It is my belief 
that when people see that moral life is 
upheld by the system, they will want to 
cooperate with it. They will report crime 
and participate in our criminal justice 
process, which was designed to. be the 
fairest in history. 


ANNALS, AAPSS, 494, November 1987 


The Portland Formula: 
Family, Business, and Community 


By J. E. BUD CLARK 


ABSTRACT: The city of Portland recognizes that past solutions to 
reducing crime and violence have not worked. The innovations of the Clark 
administration are based on family, business, and community. Service 
centers provide family-like supports for high-risk youth and coordinate 
closely with job training and placement through one regional private 
industry council. The Portland police are becoming more citizen based. . 
Top-down planning for youth employment through a leaders’ round table, 
called Portland Investment, is being complemented with bubble-up 
thinking to start youth enterprises at the block level. 


J. E Bud Clark is mayor of Portland, Oregon. 
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THE purpose of this issue of The 

Annals is to develop a policy that 

will better reduce crime and the fear of 

crime in our cities. As mayor of Port- 

land, Oregon, that challenge is my 
number-one priority. 

The Eisenhower Foundation has 
stated that we must concentrate on 
neighborhood, family, and employment 
to meet the challenge of reducing crime. 
In Portland, our policy, similarly, is 
based on family, business, and commu- 
nity. It is by strengthening these institu- 
tions that form the basis of our society 
that we can take the most effective steps 
toward turning off the faucet of ever- 
increasing urban crime. In bolstering 
these institutions, we can develop posi- 
tive role models and behavior patterns 
among. our young people to offer con- 
structive alternatives to a life of crime. 

How can we effect change inside the 
cities? We want to reduce crime and 


violence, so that we can live in harmony 


together and continue the pursuit of 
happiness and the American dream. 
What has been done in the past has not 
worked. Crime and violence have in- 
creased nationally since the 1960s. The 
traditional solutions of more police, 
jails, and hardware have not worked. 
Those avenues address crime and vio- 
lence after the fact. Using them is like 
trying to remove a cancer after it has 
metastasized to every part of the body. 
Surgery is no longer possible. Rather, 
we must stop the causes of the disease. 


STRATEGIES AGAINST 
CRIME IN PORTLAND 


Let me now turn to Portland and 
what my administration is doing about 
crime. Burglaries continued to rise in 
Portland until 1986, a year after I took 
office and appointed a new police chief, 


Penny Harrington. Burglaries have not 
increased since. That is directly attribut- 
able to the creation of a juvenile unit in 
the Portland Police Department, the 
creation of a burglary tactical unit, and 
a greater emphasis on drug enforcement. 
The juvenile unit was staffed and acti- 
vated in November 1985, and positive 
results were seen by the end of January 
1986. Burglaries in neighboring cities 
have continued to climb precipitously, 
but they have remained level in Portland. 
We have seen a cause-and-effect relation- 
ship that is clear—and gratifying after 
years of rising burglary rates. 

We have started the process of chang- 
ing the Portland Police Department to a 
citizen-oriented community-based orga- 
nization. The results are citizen safety, 
both in perception and in fact. Political 
realities and archaic thinking make it 
difficult to bring safety to the people of 
Portland, but we will persevere. Tough - 
times do not last, but tough people do. 

When juvenile burglars are picked up 
in Portland, are they put in jail? No. 
Even if we could jail them legally, we 
have no available jail space. But Port- 
land has five independently run Youth 
Service Centers funded by the city and 
Multnomah County. The service centers 
provide diversion, intervention, family 
counseling, counseling for young moth- 
ers, neighborhood youth employment, 
and more. Since the police juvenile unit 
became operational, the case load has 
increased to the point that there is a 
two-month waiting list. We are obtaining 
results and a lot of bang for the buck. 

The private industry council is our 
major tool for youth employment. 
Working on the theory that a regional 
approach is best, the city of Portland 
and the two counties in which it is 
situated have merged their private indus- 
try councils into a single entity. The 
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single council works closely with the 
Youth Service Centers. In Portland, we 
are working toward a comprehensive 
plan to employ all youths, but most 
especially high-risk youths. 

To guide and provide a wide base 
for youth employment and training in 
Portland, the leaders’ round table was 
created. The city of Portland, U.S. Ban- 
corp, the Portland Public School Sys- 
tem, and private industry all are active 
in it. We have been successful in achiev- 
ing immediate goals and, with a planning 
grant from the Edna McConnell Clark 
Foundation, we will have a comprehen- 
sive plan focused on high-risk youths 
even down to the kindergarten level. It is 
exciting, and it will obtain both long- 
term and short-term results. Some 
changes contemplated will take 10 to 15 
years to be fully implemented. The plan 
is called the Portland Investment. It 
includes a marketing strategy to foresee 
and remove future political obstacles. 

The Portland Investment is planned 
from the top down, but I have another 
strategy that:parallels the recommenda- 
tions of Lynn Curtis and the Eisenhower 
Foundation. The strategy “bubbles up,” 
as Lynn Curtis says. 

From campaign funds, I have offered 
to start an entrepreneurial program, or 
start-your-own program, in the high- 
risk neighborhoods of Portland. Addi- 
tional moneys are coming from a new 
event that J have instituted, the annual 
Mayor’s Ball. I started my own business 
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from scratch and I believe in free enter- 
prise. I believe that capital investment, 
work, and profit should be taught so 
that citizens create their own jobs. Little 
League teaches baseball, continuing its 
legacy. Our kids should have the same 
education in how to create their own 
jobs. 

My original idea for the entrepre- 
neurial program came while bicycling 
through Portland’s less advantaged 
neighborhoods. I had the idea for a 
block improvement district. This is 
where I need help on how to start the 
bubble-up process and plant the first 
seeds. I want to find youths to make a 
business plan concerning how physically 
to improve and then maintain a whole 
city block. I will loan the investment 
capital to get started. They will do the 
work, collect the fees from the property 
owners, make a profit, repay the loan, 
and expand to other blocks. Most impor- 
tant, I want them to infect other youths 
with the same create-your-own-job spirit 
so that it spreads throughout the whole 
city of Portland. 

That is my dream. 

These are just a few programs that 
demonstrate the direction that my 
administration is taking toward turning 
off the faucet of crime at the source. We 
are pursuing short-term solutions of 
mopping up, but more important, we 
are pursuing long-term solutions to pre- 
vent crime in the first place. 
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Crime Control and 
Police-Community Relations: 
A Cross-Cultural Comparison of 
Tokyo, Japan, and Santa Ana, California 


By DOUGLAS E. RAKE 


ABSTRACT: Japan has the lowest crime rates in the industrialized world. 
Some of the reasons have to do with the lack of different, conflicting 
population groups; relative economic equality; racial homogeneity; pres- 
sure for individual conformity; and resilience of.traditional values. But 
another reason appears to be community-based policing with grass-roots 
accountability. In the United States, many police resist and resent 
neighbor-based accountability, fearing at times that citizens will begin to 
tell them what to do. An exception is in Santa Ana, California, which, since 
the 1970s, has cut crime rates in half through proactive, rather than 
reactive, community-based policing, in which relations with citizens are 
much like those in Japan. Although cross-cultural transfer of crime- 
reduction strategies must be carried out with caution, there does appear to 
be potential for further successful adaptation of Japanese-type police- 
community partnerships in American cities. 


Douglas E. Rake is president of Shinzen Productions, Inc., and a partner in Trans-Pacific _ 
Communications, Inc., in Portiand, Oregon. 
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FTER nightfall in Tokyo, night. 


patrols walk their beats, whether 
through the brightly illuminated crowds 
on the city’s main boulevards or down 
the dimly lit back alleys that lie in the 
shadows behind the neon. For these 
police officers this nightly duty is in 
many ways very different from what 
their American counterparts normally 
experience. They are far more likely to 
be on foot. They may very well not make 
an arrest all night. They stand little 
chance of encountering any resistance. 
The possibility of their ever using their 
guns is remote. 

Between 1947 and 1973, the Japanese 
were able to cut their crime rate in half, 
to the lowest level in their history. For 
recent years, the statistics tell the story: 
compared to Japan, America, per capita, 
has 5 times as many murders, 8 times as 
many rapes, and 20 times more rob- 
beries. Japan is a country where anyone 
may walk down almost any urban street 
in safety. 

To an American observer, the best 
and most obvious place to look for an 
explanation for Japan’s low crime rate, 
the lowest in the industrialized world, is 
in the distinctive nature of Japanese 
society and culture. The ability of the 
Japanese to maintain their cultural iden- 
tity and their social unity in the face of 
phenomenal change is clearly a key 
factor in the success they have had in 
controlling crime. 

So why should Americans look at the 
Japanese experience in controlling 
crime? The answer lies in part in the 
growing recognition of the importance 
of comparative work. In the fall of 1984, 
the Public Broadcasting Service broad- 
cast a television documentary that I 
wrote and produced presenting a com- 
parative examination of crime control 
and police-community relations in Japan 


and-the United States. The documen- 
tary, Forces of Order, was inspired by 
Professor David Bayley’s book of the - 
same title.! Bayley’s interest as an aca- 
demic and mine as a television producer 
are in discovering what our society can 
learn about our own efforts to control 
crime by looking at the efforts of the 
Japanese. This means focusing on what 
there is in the Japanese and U.S. experi- 
ences that is similar as well as what is 
different. 

In explaining their remarkable success . 
in controlling crime, the Japanese always 
cite the fact that they are a homogeneous 
nation where virtually all of the inhabi- 
tants know and agree on what it means 
to be a Japanese. Clearly, this is a world | 
apart from America’s immigrant-society, 
with its myriad subcultures. Another 
factor often cited by the Japanese as a 
primary reason for their low crime rate 
is the geographic reality of Japan as an 
island nation. Still, neither their homo- 
geneity nor their psychological distinc-. 
tiveness as an island people can explain 
the drop in Japan’s crime rate in the | 
three decades following the end of the 
Pacific War. | 

Apart from the obvious geographic 
and demographic differences, what 
stands out as distinct between Japan 
and the United States is culture. The 
strong identification of the Japanese 
with the group, their respect for author- 
ity, the powerful pressures on individuals 
to conform to the consensus of the 
majority, and the enduring strength and 
resilience of traditional values constitute . 
a network of social controls that stands 
in marked contrast with American 
society. 


1. Forces of Order, television transcript (Port- 
land, OR: Shinzen Productions, 1984); David H. 
Bayley, Forces of Order (Berkeley: University of 
California Press, 1976). 
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At the same time, it must be noted 
that in comparing cvatemporary Japan 
and America, the list of similarities is 
striking. We have the same percentage 
of our populations living in cities. Our 
levels of economic and industrial devel- 
opment, modernization, and media pen- 
etration are very nearly the same. Both 
societies are democratic with free-market 
economies, and both are highly literate, 
with Japanese levels of literacy having 
passed America’s in recent years. 

Another realm where Americans have 
recently had the uneasy feeling that the 
Japanese may be passing them by is in 
the level of affluence found in their 
respective societies. Although this fac- 
tor, the economic well-being of the 
people, is frequently referred to by Japa- 
nese police and criminologists as signifi- 
cant—90 percent of Japanese, when 
polled, consistently identify themselves 
as “middle class”—this is not so different 
from the situation in the United States. 

As Bayley notes, even though the 
Japanese frequently point to the fact 


that they are prosperous and that [there is] a 
relative equality of income, and the figures 
show this . . . the Japanese country is not in 
this respect more equal than the U.S.... we 
in the U.S. are inclined to blame economic 
factors for our crime rates and I think once 
again, we are grasping at an explanation... 
and [as] Japan shows us, we and they are 
similar in this respect and that explanation 
won't do.? 


While most Americans assume that 
Japanese criminals face stiffer sentences, 
in fact most sentences in Japan are 
lighter than in the United States. Per- 
haps an even more important point to 
make about Japan’s courts and correc- 
tions systems is the 99 percent conviction 
rate Japanese public prosecutors enjoy. 


2. Forces of Order (television transcript), p. 6. 


This is in a country where plea bar- 
gaining does not exist and where those 
accused of crimes often are quite cooper- 
“trye with the police and other legal 
authorities. 

A final area of obvious similarity in 
contemporary Japanese and American 
life is the high level of technological 
development. This adaptation and the 
application of new technology is as 
important in Japanese police work as it 
is in American. It is not, however, the 
key factor in the Japanese success in 
controlling crime. Rather, the key factor 
is the human factor, the interplay be- 
tween the police and society, that is most 
critical. 

More precisely, the Japanese police 
and citizenry are not adversaries, as is 
most often the case in America. They are 
in fact full partners in a proactive pro- 
gram to prevent crime whenever possible 
and eradicate it whenever necessary. As 
Bayley puts it, “What the Japanese 
police do is to mobilize the community 
in its own defense.” 


THE SUCCESS OF 
JAPANESE POLICE 


There are a number of aspects of the 
interaction of Japanese police with their 
community that substantially contribute 
toward the development of a good work- 
ing relationship between the police and 
the people. First, there is the method of 
deployment of police officers. While 
Japan’s police use automobiles for patrol 
purposes, a large percentage of the offi- 
cers are stationed in neighborhood 
koban, or fixed police posts. In metro- 
politan Tokyo alone, there are over 1000 
of these storefront police posts. The 
officers assigned to the koban patrol on 
foot and use bicycles. It is worth noting 


3. Ibid., p. 6. 
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here that the average response time for 
officers answering a call is approxi- 
mately the same in Japan and the United 
States, about 5 minutes. 

Bayley says of these koban that 


what they do is to establish a permanent 
police presence ... within several blocks of 
most urban residences and these people 
become known and trusted in the local 
community ... the Japanese police presence 
then is not an emergency presence. [It is] 
there all the time .. . more or less like a 
postman ...in the U.S. by contrast... the 
police are not really visible until somebody is 
in desperate need and they come running up 
to the spot with the light flashing and the 
siren going.4 


A second approach of the Japanese 
police that results in a working partner- 
ship between the police and their com- 
munity is the very active interaction 
between police officers and civilian activ- 
ists. These civilians work with the police 
in a number of capacities: as nonsworm 
officers; as specialists in juvenile of- 
fenses; by offering their homes as contact 
points, functioning rather like block 
captains in American crime-watch 
groups; and through participation in 
their local neighborhood crime preven- 
tion associations. 

This active civilian involvement in 
crime control is very widespread. For 
example, the Japanese police estimate 
that there are over 500,000 contact points 
alone spread throughout the country. 

What this close interaction between 
the police and their community means 
in ademocratic society was perhaps best 
summed up by Professor Bayley in his 
résponse to an interview question I 
asked him in Forces of Order. Regarding 
police-community cooperation and how 
it affects efforts to control crime and 


4. Ibid., p. 7. 


how it fits into a democratic framework, 
Bayley said: 


The Japanese police and their public [con- 

sider]... that they have to work through the 

other in order to make the society a civil 

place to live. Where, in the U.S., the public 

kind of says: “Crime—that’s for the police to 

handle”... in Japan, the public believes that 

they have as much responsibility for making 

the society pacific as the police do... . 

American police have held themselves aloof 
from grass roots accountability. The Ameri- 

can police have been a little afraid that if they 

create neighborhood associations, the neigh- 
borhood associations will begin to tell the 

police what to do. The Japanese are not 

worried about that. . . so, the Japanese, 

although [they have an] authoritarian past, 

have experimented, I think, much more 

generously with grass roots democracy than 

we have.’ 


Finally, the Japanese police not only 
have accepted but have institutionalized 
their role in what American law enforce- 
ment professionals call, usually with 
some disdain, “nonenforcement” activ- 
ities. This institutionalization is in 
response to the fact that, in settling 
domestic disputes, receiving complaints 
about other government agencies, or 
even for counseling on handling unruly 
children, people often turn to the police. 

In America, most police officers resist. 


‘and resent their involvement in nonen- 


forcement activity because they believe 
that it takes them away from their real 
work—fighting crime. These sentiments 
are echoed by the citizens in the often- 
heard complaint, “Where are the cops 
when you need them?” In Japan, by 
contrast, police stations serve almost as 
community or neighborhood centers and 
even include a formal unit to handle kaji 
sodan (“community counseling”). 


5. Ibid., p. 17. 
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ADAPTATIONS IN THE 
UNITED STATES 


In recent years, in the face of con- 
tinued and apparently chronic crime 
problems in U.S. cities, a number of 
American police departments have begun 
experimenting with all of these methods 
and techniques. In a number of cases 
they have experienced surprising results 
by implementing programs such as the 
one the Santa Ana, California, Police 
Department calls Community Oriented 
Policing. 

In producing Forces of Order, we 
chose to look at the experience of the 
Santa Ana police and citizenry for a 
number of reasons. First, to the best of 
our knowledge, no American city has 
experienced a more dramatic turn- 
around in its effort to control crime. In 
1974, this city, which serves as the 
county seat for Orange County, had the 
highest and fastest-rising crime rate in 
California. With the adoption of the 
Community Oriented Policing program, 
Santa Ana’s police and citizens cut that 
crime rate in half in some areas and 
brought it down significantly. citywide. 
Second, it would be hard to find a city 
anywhere in the developed world more 
different from Tokyo than Santa Ana. 
Santa Ana is part of the sprawl of Los 
Angeles and southern California. With 
nearly 50 percent of the population of 
Hispanic origin and with a large and 
growing Indochinese commuinty, Santa 
Ana is very pluralistic ethnically and 
culturally. In addition, lixe most other 
American big-~ cities, Santa Ana has 
faced some economic hard times over 
the last 15 years. Economically, geo- 
graphically, demographically, and cul- 
turally, Santa Ana is a long way from 
Tokyo. Still, given what Community 
Oriented Policing is all about and why it 
is working, the similarities with what 


has worked in Japan are not only appar- 
ent but striking. 

That these similarities exist points to 
the other major reason for Americans to 
care about what the Japanese are doing | 
to fight crime successfully. It appears to 
be very practical, in that a good part of 
what works in one postindustrial society 
works in another postindustrial society 
regardless of the cultural context. This 
does not mean that everything that is 
done in Japan could or should be tried 
in America or vice versa. It does mean 
that greatly increased communication 
across national and cultural boundaries 
between people concerned about public 
safety, both professionals and so-called 
laypeople, should be encouraged as 
should more comparative research. 

A closer look at Santa Ana under- 
scores some of the remarkable similar- 
ities with the Japanese approach. 

The police and the citizens of Santa 
Ana agree that the police executed a 
masterful blow against street crime in 
particular with the opening of a number 
of substations in the city’s core area. 
These small storefront police posts are 
the southern California equivalent of a 
koban; right down to the Spanish-speak- 
ing officers walking the beats downtown. 
The officers assigned to this duty say 
they were wary at first of being taken out 
from behind the imagined security that a 
patrol car offers—but they have found 
that they are far more effective working 
out of the substations and patrolling on 
foot. Along with being better able to see 
what is occurring on the streets, they 
develop close, familiar relationships with 
the merchants and residents in the area, 
who communicate with them regularly 
and in turn feel safer. This feeling of 
safety is important per se as well in 
bringing people back onto the street, 
which in itself may help to deter crime. 
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Santa Ana boasts one of the country’s 
largest, most active, and best-organized 
crime control associations. With over 
27,000 members, 850 block captains, 
and active participation from all levels 
of society, this organization, police and 
citizens agree, is of key importance in 
Santa Ana’s success in reducing crime. 

Zicha Djokovich is a downtown Santa 
Ana merchant and active crime control 
association member whose before-and- 
after account of the city’s crime control 
efforts and the social and economic 
consequences makes for a compelling 
story: 


We had in the late 60s over 50% vacancies in 
the stores and properties. We had several 
almost riot conditions, but that’s not all. 
Plate glass windows were broken, several 
buildings were burned down, two police 
officers were killed. We were really at the 
point of desperation. This atmosphere, this 
pressure, closed downtown businesses and 
caused the community to get organized. At 
that time, . . . property values were nil. This 
was the only city in Southern California that 
had no property value increase. Since then, 
the value of the properties [has] increased 
tenfold. Vacancies have been reduced to 12- 
13%, less than average for Southern Califor- 
nia. The increase in employment [rates] is 
[even] better. We are really looking to a renais- 
sance. This could not have occurred... 
unless we had successful community ori- 
ented policing.§ 


While the community in Santa Ana 
became organized in 1974, the Police 
Department acquired a new chief witha 
new philosophy, a new approach to 
crime control, and a new view of police- 
community relations. As Chief Ray 
Davis sees it, 


The direction the department should be 
going in is back away from that remote 


6. Ibid., p. 24. 


police officer in the patrol car who is “just 
give me the facts, ma’am” and that’s all. [We 
do not need a] Dragnet type stereotype of a 
totally professional, antiseptic police officer 
who has to be looked at with awe... . We 
need people who can go into the community 
and deal with social problems and be involved 
in the community. [You will] find many... 
[who] argue that the police officer should 
stay out of social work—that’s not his role. 
That’s baloney—just pure baloney, because 
a police officer deals with the public. People 
have problems. There’s no way you can 
separate a police officer from people prob- 
lems ...s0 he might as well serve.’ 


One important way that Chief Davis 
has gone about the business of turning 
the Police Department into an agency 
more in touch with people problems is 
through what he calls civilianization. 
This has meant the hiring of a large 
number of community service officers 
and police service officers. These non- 
sworn police personnel play an impor- 
tant role in making the police a service- 
oriented agency by developing and main- 
taining good community relations and 
dealing with many of the nonenforce- 
ment problems that the police are called 
on to assist with in any community. ` 

This cost-effective approach— 
community service and police service 
officers earn less money than regular. 
police officers—-along with the utiliza- 
tion of civilian volunteers and the 
deployment of police in fixed posts is 
very familiar to police in Japan. The 
similar successes of the police and their 
communities in these two very different - 
environments-—Santa Ana and Tokyo— 
underscore the point that, in developed, 
democratic, postindustrial societies, 
these methods and approaches yield real 
results in containing and reducing crime 
and creating a more civil society. 


7. Ibid., p. 14. 
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This similarity in achievement does 
not mean that differences in culture, 
political traditions, or economic changes 
are not real obstacles to adopting and 
adapting some laws, methods, or ap- 
proaches to crime control. Americans 
are unlikely any time soon to enact the 
kind of comprehensive gun control laws 
that Japan has had on the books for a 
long time. Nor are civil-liberties-con- 
scious Americans likely to approve of 
the Japanese police practice of perform- 
ing a detailed house-to-house survey 
twice every year, something the generally 
more conformist, orderly Japanese do 
not find very troubling at all. | 

Still, the case for more regular, serious 
international and cross-cultural inter- 
change between people concerned with 
halting and reducing crime remains 
strong, particularly for Americans. 
David Bayley put it this way in Forces of 
Order: 


As it is now, I think American police work 
concentrates on mopping up aftercrimes... 
have occurred. And, I think that if the police 
were to adopt what’s called a “proactive 
approach,” that is, work with the community 
in the ways the Japanese have done, this 
would have the effect of reassuring the public 
about crime. In other words, the public 
would not feel helpless... . When the police 
only come after the crimes have been com- 
mitted, that’s exactly the way you feel. If the 
police would demonstrate a more pervasive 
presence, and would tell people what they 
could do that will help themselves, then the 
fear of crime is reduced. ... More and more, 
in New York, Great Britain, Canada, the 
Commonwealth and the United States, police 
officials themselves are saying this is the way 
we've got to go... . I think they say this 
because they recognize that all by themselves 
the police are helpless. They’re kind of a 
bandaid on a large wound. If something is 
working well in one place, the other country 
ought to know about it fast and ought to at 
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least ask the question in an open-minded 
way: “Could we do that here with equal 
success?”8 


American communities, like Santa 
Ana, that are experimenting with unique 
approaches to crime control and im- 
proved police-community relations need 
to be more closely studied.? It should be 
very interesting that in a California 
polyglot city so many solutions resemble _ 
the Japanese approach to this problem. 
More important is that these methods 
work, and they appear to work in very 
different settings. 


CONCLUSION 


I have focused here on what is distinc-. 
tive in the Japanese approach to crime 
control. I have also pointed out how one 
American community and its police 
force are reaching out to one another in 
ways that are familiar to the Japanese. 
One is left, therefore, with the belief that 
there is sufficient scope for change, that 
citizens can feel safer and be safer in 
their communities. I suggest that the 
world today is too small for us to look 
only in our own backyards for solutions 
to problems that we share with people in 
other communities and even other soci- 
eties. By looking at others in a compara- 
tive way, we may hope to gain insight 
into our own situation. My purpose, 
then, has not been to look to the Japa- 
nese for a recipe that we can copy; 
rather, it has been to expand our notion 
of what is possible in this area that is of 
such critical concern to us all. 


8. Ibid., p. 41. 

9. A good example is Chief Lee Brown’s work 
in Houston. See Lee P. Brown, “Innovative Polic- 
ing in Houston,” this issue of The Annals of 
the American Academy of Political and Social 
Science. 
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Government Initiatives in 
the United Kingdom 


By MARY TUCK i iig 


ABSTRACT: The British Home Office has recognized for a number of: 
years that crime prevention is centrally i important and that criminal justice... 
responses alone are insufficient as policy against crime. Although the level © 
of crime in the United Kingdom is low compared to the United States and 
the British inner-city riots of the 1980s have been ona much smaller scale 

` than the American riots of the 1960s, community ‘organization: is an 
. initiative that both countries can use in reducing public disorder and more 
serious violence: At the same time, we cannot pretend that a few extra - 
Í community workers will solve i nner, problems! More. structural charige 
i is needed. ` 


La 


Mars Tuck is head of the Research and AREE Unit ofa the British Home Office ir in 
London. 


< 


~ 
~ 


155 


156 i THE ANNALS OF THE AMERICAN ACADEMY 


HE Home Office is the U.K. depart- 
ment that has lead responsibility 
for law-and-order issues in the United 
Kingdom. We are not the only depart- 
ment with an interest in matters con- 
cerning the criminal law. The United 
Kingdom, unlike some other countries, 
splits direct responsibilities for legal 
administration—largely covered by the 
Lord Chancellor’s Department and the 
Director of Public Prosecutions—from 
responsibilities that in other countries 
might be covered by ministries of the 
interior. Suffice it to say that the Home 
Office, founded in the eighteenth century 
and the oldest of the British departments 
of state, has the major responsibility for 
the control of crime, the preservation of 
public order, and the preservation of 
public confidence in the rule of law. 
Problems of violence are problems 
not only for U.S. policy but also for 
U.K: policy. For this reason, when the 
Eisenhower Foundation’s book, Ameri- 
can Violence and Public Policy,' first 
came out in the spring of 1985, I read it 
with great eagerness and admiration. 
The analysis contained therein had 
important overlaps with and lessons for 
the way we in Britain were thinking 
about the control of violence. What I 
want to share in this article is the way we 
have been looking at these problems 
from our own, somewhat different 
perspective. 


THE IMPORTANCE OF 
PREVENTION 


The central insight of American Vio- 
lence and Public Policy, building as it 
did on those earlier reports of the Eisen- 
hower, Kerner, and Katzenbach com- 
missions, was the importance of crime 

1. Lynn A. Curtis, ed., American Violence 


and Public Policy (New Haven, CT: Yale Univer- 
sity Press, 1985). 


prevention as against criminal justice 
policies alone in the control of crime. 
This is an insizht of which we in the 
United Kingdom have been long per- 
suaded. In the immediate postwar years 
the Home Office, in dealing with crime, 
was most concerned with the refinement 
of the criminal justice system, the crimi- 
nal law, and the administration of the 
various criminal justice services. A prime 
task of the government and the Home 
Office was thought to be the drafting of 
criminal justice bills that adequately 
defined criminal offenses and provided 
a sufficient range of penalties to deter 
them. But, in the words of Sir Brian 
Cubbon, the present permanent secre- 
tary of the Home Office, i 


It has long been recognised that legislation is 
not enough... we now see that a strategy for 
improving the criminal justice system falls 
short of being a strategy for crime. . . this 
vantage point is crucial in developing moves 
towards a wider approach to crime, crime 
prevention and crime reduction.? 


Much of this shift toward an aware- 
ness of the central importance of crime 
prevention and crime reduction to which 
Sir Brian referred was due—as he rec- 
ognized in the lecture previously 
quoted—to the continuing work of the 
Home Office Research and Planning 
Unit, of which I am the current head. In 
the 1970s the unit published an influen- 
tial series of studies demonstrating the 
gains that could be achieved from situa- 
tional crime prevention, which is the 
detailed alteration of the environment 
so as to reduce opportunities for crime. 
It was also responsible for a series of 
studies that demonstrated the weak 
effects of criminal justice system dis- 
posals on the subsequent commission of 


2. Sir Brian Cubbon GCB, “Crime—Our 
Responsibility” (James Smart Lecture, 1985). 
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offenses and the very limited gains to be 
expected in the British context from 
incapacitation strategies--that is, the 
attempt to solve the crime and: public 
order problem by simply locking up all 
possible offenders. Perhaps most impor- 
tant of all the Research and Planning 
Unit’s research efforts was the launching 
of the British Crime Survey, which, by 
| demonstrating that under one-third of 
the offenses in the United Kingdom 
came to the notice of the police and only 
5 percent were dealt with by the courts, 


shifted the whole context of debate both - 


factually and psychologically. Most 
crime is dealt with by the community 
outside the control of the criminal law. 


It remains, of course, essential to sustain. 
the effectiveness of the criminal justice 


system, but-we are vividly reminded of 
the centrality of the roan a in 
the control of crime. 

There is an old Aitinedon dies 
quoted in the United Kingdom between 
the efficient parts of the constitution 
and the dignified parts. It was first made 
by Walter Bagehot, a nineteenth-century 
political scientist. He had in mind the 
distinction between the work of Parlia- 
ment and the administration—the effi- 
cient part of the machine—-and that of 
the monarchy, the dignified part of the 
` system.:It has become more and more 
clear that the efficient part of our 
response to crime, as distinct from the 
dignified part, must reach beyond the 
criminal justice system itself. The crimi- 
nal justice system—the full panoply of 


the’ courts, the law, the judiciary—pro- 


vides the necessary dignified response to 
crime. It dramatizes the response of 
society to the breaking of its rules. It can 
deal with individual offenses and offénd- 
ers with the full weight and justice of the 
state. But the efficient response to crime 
: must run wider. Iti is necessary for us to 


find a 3et of wider social policies that 
will Dien crime and keep its preva- 
lence low. . 

_These insights, already very: much 


‘to the fore in the Home Office, were. 


strengthened by the British inner-city 
riots of 1981 and by their. reoccurrence 
in 198£. The riots reminded us all that 
relationships: with the community are 


fundamental to policing and the police _ 


service. Together with data from the 
British Crime Survey, which shows the 
clear concentration of criminal victim- 
ization in specific inner-city areas, they 


- helped to point up the connection be- , 


tween endemic.crime arid public order 


problems. We found convincing the : 
analysis of American Violence and Pub- ` 


lic Policy that street crime can in some 


instances be seen as slow rioting. Indeed | 


it was pointed out that the corollary is 
also true: rioting: can be seen as fast 


crime. We became, not least through _ 


local crime ‘surveys in particularly de- 


prived inner-city areas such as Mersey-.. 
side and Islington, which built on British . 


Crime Survey questions, more and more 
aware of the need, in our response to 


problems of crime; public: order, and 
violence, to focus on these particular . 


areas cf the inner city." 


. In many ways, of course, compared i 


to the United States,.we are ‘lucky. Our 
violence problems are mùch smaller. 
London is still a very much safer city 


than New York or -Washington.. Our 

-homicide rates for the whole country-are™ 
a fraction of U.S: rates: for one. city ` 
alone. Our rates of serious assault are 


far lower than the U.S. rates. Even our 
riots are on a much smaller scale than 


those in the United States. The biggest 


American riots, such ‘as those that oc- 


curred in Detroit and Newark, involved ‘ 


individual crowds of thousands, lasted 
for several days on end, and involved 
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sniping and killing. Nearly 100 people 


were killed in the ghetto riots, and 


within the riot areas some 20 percent of 
the black population became involved. 
By contrast, the biggest British riots 
involved crowds of hundreds, lasted no 
more than a day or two, and only 1 
person—a police officer—was killed. 
Some research from the Research and 
Planning Unit suggests that probably, 
even in riot areas, no more than a few 
percent of the black population were 
involved in rioting. 

Nor are our city communities so 
fractured and ghettoized as those of the 


-United States. Brixton, the scene of the 


United Kingdom’s most publicized riots, 
has a 30 percent Afro-Caribbean popula- 
tion; some areas of U.S. cities are 90 to 
100 percent Afro-Caribbean. The British 
are also a less geographically mobile 
people than the North Americans. U.S. 
researchers visiting the United Kingdom 
have been amazed at the degree of 
residential stability in even our worst 
inner-city areas, where it is higher than 
the norms for middle-class Americans. 


_ For all sorts of reasons, we have still a 


far stabler, more rooted society than 
that in the United States. 

But we want to keep things this way. 
We are convinced that it is through 
strengthening the community’s own 
response to crime that we can do so. At 
the political level, all parties are con- 
vinced that crime prevention and crime 
reduction constitute a crucial -way for- 
ward. The prime minister, at the begin- 
ning of 1986, personally hosted a seminar 
on crime prevention at 10 Downing 
Street, calling in leaders of industry and 
the community to consider together the 
best way forward. There is now in 
London an Inter-Ministerial Group on 
Crime Prevention, chaired by one of the 
Home Office ministers. It meets regu- 
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larly at both political and official levels 
to ensure that the policies of all the 
major departments of state—the Depart- 
ment of Environment, of Education, of 
Employment, and so on—are carefully 
considered for their impact on crime. 


‘The work of this Inter-Ministerial Group 


is to be followed by a further prime 
minister’s seminar. Ideally, it should be 
as routine for all departments to think of 
the impact of their policies on crime and 
public disorder as it is to consider their 
resource implications. We are moving 
toward this position. Crime prevention 
and crime reduction are also high on the 
agendas of the Labour Party and of the 
Social Democrat and Liberal Parties. I 
do not think it too strong to say that a 
consensus is emerging in British politics 
as to the central importance of measures 
to reduce criminal opportunity and to 
strengthen neighborhood cohesion in 
the endeavor to reduce crime and 
violence. 
My own Research and Planning Unit - 
continues to play its part in these endeav- 
ors. The Crime Prevention Unit, a spin- 
off from the Research and Planning 
Unit, services the Inter-Ministerial 
Group that I have described. It also 
carries ‘out a program of research and 
development, especially in matters of 
situational crime prevention. In addi- 
tion, we have in hand studies of the best 
way of managing public housing to 
reduce crime and order problems.3 We 
are looking at the role of the schools, of 


_the police, of all sorts of social agencies. 


We are especially interested in the diffi- 
cult problems of personal violence. Situ- 
ational measures also have clear value. I 


3. Public housing is of far greater importance 
for historical reasons in the United Kingdom than 
in the United States. In certain inner-city areas, up 
to 90 percent of the housing stock is in public 
ownership. 
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doubt, for instance, if the British are 
genetically any less prone to expressive 
- anger than the Americans, but we are 
lucky in that we have fewer guns. Our 
domestic violence incidents, our brushes 
with the police less frequently end in 
shoot-outs than do those in the United 
States. But we also believe that commu- 
nity organization has its part to play in 
reducing those problems of public order 
that may well be the forerunners of more 
serious city violence. 

Rigorous research and evaluation is, 
we believe, of particular importance in 
the field of social crime prevention. It is 
too easy to assume that any measures 
addressed to improving the quality of 
life in the inner city will have a rub-off 
effect on crime. The lazy strategy is 
simply to fund any do-gooding organiza- 
tion that puts its hand up and suggests 
that, by the mere assignment of social- 
work-type staff to troubled areas, some- 
how, miraculously, things will get better. 
The problems are too important to deal 
with in this laissez-faire way. It can be a 
cruel trick on the poor and the deprived 
to pretend that they themselves can 
somehow solve their problems with thé 
aid of a few extra- workers. Careful 
research is needed to choose the right 
structural changes to make in social 
policies, to determine the most effective 
deployment of aid. For this reason I 
particularly welcome the efforts the 
Eisenhower Foundation is making to 
evaluate its projects. I know that we in 
Britain will have much to learn from this 
research. We ourselves are currently 
planning, in consultation with the De- 
partment of Environment and the Lon- 
don School of Economics, a major 
study of the effect of neighborhood 


housing strategies on crime. It is no easy ` 


technical task to disentangle the various 
effects of shifting population, of chang- 
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; ing housing management patterns, of 


fresh measures to encourage social cohe- 
sion. But without such rigorous studies 
our policies are built on sand. When our 
own studies are completed, I believe 
they will have lessons for U.S. practi- 
tioners and policymakers, as: theirs do 


for us, and I certainly look forward to.a 


long and fruitful exchange of informa- 
tion and findings. 


CONCLUSION 


N 

I turn to the question, What do the 
British inner-city riots suggest about the 
desirability of neighborhood, family, 
and employment policy? The lessons 
suggested by the riots are the same as 
those emerging from a continuum of 
criminological research of which the 
work of the Research and Planning Unit 
has been a part. Crime, especially violent 
crime, is not a matter for the criminal 
justice system alone. Some crime is 
inevitable and will always be with us. 
But when it is endemic and violent, it is a 
sign of the breakdown of informal means 
of control that lie quite outside the 
formal criminal justice system. Such 
methods of control can be strengthened 
through changes in the environment. 
The situational crime prevention litera- 
ture gives us many clues as.to how to 
arrange our affairs, our housing, our 
physical surroundings in order to reduce 
the opportunities for crime and to 
encourage natural surveillance. But 
our actions are not solely and entirely 
determined by our external environ- 
ment. There is also a need for what has 
been called social crime prevention: the 
arrangement and management of our 
social affairs, especially in the inner city, 
so as to increase neighborhood cohesion, 
to reduce isolation and anomie, to 
encourage in all our citizens an under- 
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standing of their joint interests, their 
joint involvement in the welfare of their 
own particular areas. Such strategies 
must be local. 

I welcome and endorse from the 
point of view of a British criminologist 
the bubble-up local strategies of commu- 
nity and involvement described by Lynn 
Curtis and the Eisenhower Foundation. 
Current British policy encourages and 
supports particular local efforts in par- 
ticular deprived areas and mirrors U.S. 
insights that it is necessary both to 
empower the local community and to 
encourage projects that will provide 
employment. The Crime Prevention 
Unit of the Home Office is engaged in 


fivé demonstration projects in specific 
inner-city areas. A recent new govern- 
mental project—the Inner City Initia- 
tive, run from the Department of 
Employment—is looking particularly at 
how to improve employment opportu- 
nities in specific deprived areas through 
the more intelligent management of cen- 
tral funds, deploying them to match and 
encourage local inputs. We support such 
initiatives also by funding the efforts of 
the voluntary sector, about which Nigel 
Whiskin has written in this volume. The 
United ‘States and the United Kingdom 


‘have much to learn from each other. We 


are working along similar lines. 
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A Neighborhood Approach to 
Crime Prevention in the 
United Kingdom 
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ABSTRACT: Drawing on the expertise of the National Association for 
the Care and Resettlement of Offenders (NACRO) in crime prevention, the 
author describes a typical NACRO project on a housing estate in the 
Midlands and highlights five key issues. First, resources are needed to 
establish neighborhood infrastructure to support leadership at the local 
level. Second, the approach needed is one of a consultation and planning 
partnership between a neighborhood and the agencies that deliver services 
in that neighborhood. Third, services are needed that are responsive to 
customers’ needs and that put people first. Fourth, crime prevention must 
be on the agenda of people at all levels in the public, private, and voluntary 
sectors. Government funds in particular are needed to pump-prime new 

‘initiatives. Fifth, the skills of the millions of unemployed must be harnessed 
in order to reduce not only the amount of crime but also the fear of crime 
and the number of entrants into the criminal Justice system. 


Nigel Whiskin has been working with offenders since 1965, when he joined the Probation 
Service following work in the building industry. After assignments in the inner-city area of 
St. Paul’s, Bristol, he joined the National Association for the Care and Resettlement of 
Offenders in 1971 as regional organizer for the South West and South Wales. Since 1978 he 
has been an assistant director responsible for crime prevention and employment training 
programs in England and Wales. 
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HATEVER the differences that 
. exist in the administration of 
justice and social welfare between the 
United States and Britain, it is doubtful 
whether the people who live in impover- 
ished neighborhoods notice. them. 
Whether they be American or British 
citizens, their comparisons depend on 
the perspectives from which they are 
made. Living in a slum in the United 
States is not very different from living in 
a slum in Britain. Being unemployed, 
elderly, young, black, a single parent, or 
unskilled and housed in squalor is very 
similar in both countries. Such people 
face the same kind of problems, respond 
in the same ways, and are trapped by the 
same social and economic pressures. 

For the last ten years the National 
Association for the Care and Resettle- 
ment of Offenders (NACRO) has been 
trying to find ways of grasping some of 
the problems that are so much a feature 
of disadvantaged neighborhoods.! From 
this experience we want to discuss five 
key issues that we believe have to be 
addressed if we are to atiain our objec- 
tive of creating safe neighborhoods, an 
objective that we share with most sec- 
tions.of society. 

In the early 1970s som2 of us working 
in NACRO realized that we were wasting 
our time. No matter how good our 
hostels, day centers, education units, 
workshops, and so on were and no 
matter how much benefit the individuals 
who joined the projecis derived, no 


1. NACRO supports the care and resettlement 
of offenders in the community, helping the victims 
of crime, involving the commtnity in the preven- 
tion of crime, and providing a variety of services 
for offenders and agencies corcerned with crime. 
Since its first crime prevention initiative in 1976, 
NACRO has worked in over forty local authority 
areas, Currently it is invofved in neighborhood 
and crime prevention work on more than seventy 
housing estates in England and Wales. 
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tangible impact was made on the amount 


of crime being committed, on the num- 
bers of people appearing before the | 
courts, or on the numbers being sen- 
tenced to prison. Without rejecting our 
role in the care and resettlement of 
offenders, we began to look very hard at 
crime prevention. 

The problem with the term “crime 
prevention” is that it means all things to 
all people. To some it means catching 
criminals, locking them up, and losing 
the key; to others it is increasing the 
certainty of being caught, which means 
more police officers on the beat; for 
others it is reducing the opportunity for 
crime by improving security and surveil- 
lance—the concept of defensible space. 
Others believe that it is a question of 
providing people, especially young peo- 
ple, with a range of activities more 
exciting and challenging than crime— 
the diversional approach; yet others see 
prevention as intervening in the lives of 
young people at the earliest opportunity. 

After much discussion and a number 
of false starts, NACRO decided to focus 
on the kinds of environments that either 
generated high levels of crime or were 
home to large numbers of people who 
ended up in the criminal justice system. 
It is currently involved in over seventy 
projects on local authority housing 
estates in England and Wales. One such 
project was established in the Bushbury 
Triangle, in Wolverhampton in the 
Midlands. 

The Bushbury Triangle lies in an area 
known locally as Low Hill, and stretches 
out to the Scotlands area. Bushbury 
Triangle itself contains about 400 
houses. These were built in the 1920s 
and 1930s and are mainly two-bedroom 
and three-bedroom properties with large 
gardens. It was, in many ways, a per- 
fectly designed estate. 


` 
t'ka EN ent 
‘ 


$ 


A NEIGHBORHOOD APPROACH TO CRIME PREVENTION 163 


Unfortunately, in 1981, when 
NACRO set up a project, the problems 
in Bushbury Triangle included a high 
percentage of void houses; an unpopular 
reputation with a high level of transfer 
requests; high crime rates; no on-site 
community facilities at all; a high level 
of damage, litter, and disrepair; and a 
high level of agency casework. 


SETTING UP THE PROJECT 


The NACRO project came about 
through the Probation Service. A proba- 
tion officer in Wolverhampton thought 
a crime prevention program in Wolver- 
hampton would be a good idea and 
approached the housing department, 
asking them to lead in initiative. 

In general, the stages in setting up a 
project are fourfold. First, agencies 
responsible for services in the area are 
encouraged to join together to tackle the 
area’s problems. An interagency steering 
committee is formed. All agencies work- 
ing on that particular estate, including 
Councils for Voluntary Service if appli- 
cable, are normally invited to sit on the 
committee. Second; residents are con- 
sulted and encouraged to participate in 
identifying problems and finding solu- 
tions to them. Typically, this involves 
regular leaflets and newsletters to keep 
them informed of developments and 
questionnaire surveys to identify their 
likes and dislikes of the area, their 
priorities for change. Third, series of 
small group meetings and occasional 
public meetings are arranged. Fourth, 
an action plan is developed, through the 
exchange of views and information be- 
tween residents and agencies, that com- 
mits residents and agencies to a range of 
improvements to the area. Monitoring 
is also carried out. 


The local authority housing depart- 
ment took the lead in the Bushbury 
Triangle project and set up a project 
steering committee. This committee 
included individuals from local author- 
ity departments, the police, and, at a 
later stage, elected members and mem- 
bers of the residents’ association that 
was established. 

The next stage in setting up the 
project was to select the exact area in 
which to work. We found that certain 
parts of the town were of shared concern 
to the various agencies. The particular 
part of Low Hill we chose was selected, 
first, because, from most people’s point 
of view, it was a pocket of deprivation 
and, second, because it was an area 
planned for modernization at some 
future date. | 

The final stage before the project was 
established was for the agencies on the 
steering committee to collect statistics 
that could be used later when monitoring 
any change. 


THE PROJECT IN ACTION 


The project’s first step was a consulta- 
tion exercise with the residents on the . 
estate. This was carried out in 1981 over 
a period of three to four months. We 
introduced ourselves to the estate with a 
leaflet to every household and then with 
a questionnaire survey that covered 
about a quarter of the households. We 
also interviewed the local traders for 
their view of the estate’s problems. 

In addition to the questionnaire sur- 
vey, the consultation included and had 
as its main thrust a series of small group 
meetings. NACRO uses this particular 
technique in order to avoid the familiar 
and difficult problems of public 
meetings. 
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We selected 10 percent of the popula- 
tion at random and invited people in six 
groups to come to a number of small 
meetings.-_In all, about 33 households, 
representing 8 percent of the estate, 
attended every one of four rounds of 
meetings. — _ 

The local agencies also attended the 
meetings to help residents come to an 
agreement on recommendations for the 
estate. They did this by giving them 
information on policy and on available 
resources. 

At the end of the discussions with 
residents, the residents’ recommenda- 
tions went to the project steering com- 
mittee and an action plan was produced 
for the estate. The plan included a whole 
range of improvements identified by the 
residents, which had been agreed upon 
by both the residents and the agencies. 
Among the recommended tmprovements 
were a comprehensive modernization 
program, home security improvements, 
a fencing scheme, the establishment of a 
residents’ association, the establishment 
of a community center, the demolition 
of garage blocks, and the construction 
of walkways. 

Residents felt very strongly that a 
residents’ association was needed. The 
local NACRO project team helped to 
establish one that thereafter held regular 
meetings with the council and, in partic- 
ular, the housing department. Also, a 
community center was established using 
two empty houses on the estate. The 
community center was a very interesting 
- Initiative because it maximized the use 
of a limited number of resources. Some 
funds for materials were obtained from 
inner-city partnership money; a team 
funded by the Manpower Services Com- 
mission did some conversion work; and 
the residents agreed to manage the center 
once it was open. 


In 1982 the NACRO project began a 
modernization program standard for 
this type of property. There were two 
additional things that the local author- 
ity, Wolverhampton Borough, provided. 
This first was some limited home security 
improvements. When I say “limited” I 
mean improvements worth about £15 
per house—enough, say, for fairly rudi- 
mentary locks on doors. The second was 
a front and back garden fencing scheme. 
This was of particular concern to resi- 
dents because of the problems of young- 
sters’ using the back gardens as thor- 
oughfares. The need for secure wooden 
fencing was very high on the residents’ 
agenda for improvements. Whereas, tra- 
ditionally, the borough had been putting 
up chain links that would not stop 
anybody from getting through, on this 
occasion it put in secure wooden fencing. 

Various environmental works were 
begun in the area. They included demol- 
ishing a garage block that was not used 
and the creation of some walkways. The 
estate’s surplus of garden space had 
been used for walkways rather than for 
gardens. The population was weighted 
toward the elderly in 1981 and, as a 
result, gardens were not that popular. 


‘So the modernization program took 


away the gardens that people did not 
want and created space for what people 
did want: namely, walkways from one 
road to another. This development also 
actually cemented the identity of the 
area as an estate in itself rather than part 
of a much larger estate. 

Other environmental works included 
improved rubbish clearance. There had 
been quite an appalling level of rubbish 
on the estate and an associated serious 
vermin problem. 

The setting up of the project, the 
action plan, and the changes brought 
about took about 18 months. Most were 
completed by the end of 1982. 
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THE REVIEW — 


In 1986, we carried out a thorough 


review to see if the project had worked in 


terms of its original objectives. The 
review was fivefold. It included a follow- 
up survey with residents, a follow-up 
survey with traders, meetings with resi- 
dents, interviews with agency representa- 
tives, and analysis of police statistics. 
The follow-up questionnaire survey 
with residents showed that there was an 
increase in satisfaction with the area and 
the homes. There was a lower level of 
transfer requests; the number of people 


staying on the estate had increased quite © 


dramatically. There were many more 
people involved in activities and particu- 
larly in the community center. There 
was reduced crime and fear of crime, on 
which I shall elaborate shortly. Of 
course, there was also at this time a huge 
increase in unemployment. In fact, in 
1985, the unemployment rate was such 
that 70 percent of heads of households 
were out of work and seeking work. 
The follow-up survey of local traders 
showed that there was a reduction in 
burglary of shops and in vandalism of 
shops but no increase in the traders’ 
satisfaction at being in the area. This 
finding was quite interesting; the traders 
appeared to judge their satisfaction in 
terms of selling. Obviously, the increase 
in unemployment had meant fewer sales. 
In contrast to the residents, burglary 
was not for them a major concern. 
Follow-up meetings with residents 
confirmed more or less what the ques- 
tionnaire survey showed. However, let 
me highlight some further concerns. 
First of all, there had been new problems 
of delays: in letting property, which 
meant there were a number of houses 
being left empty much longer than they 
should have been. Second, there was 
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also-a problem. with pay-meters on the 
estate. The electricity board had fitted 
pay meters to the outside of the houses 
so that their collectors could collect 
money fairly easily. So, of course, could 
burglars. Third, residents recommended 
further improvements, which included 
increased beat policing. The police did 
not actually mount any particular initia- 
tive on this estate, although this was 
something that residents wanted. 
Fourth, there was also a general feeling. 
that the council’s services should. be 
more accessible to local people. 

Unstructured interviews with repre- 
sentatives from agencies showed that 
overall there was a reduced caseload on 
the estate: social services had fewer cases 
on the estate, as did environmental 
health services. The police, although 
they did not mount any initiative, actu- 
ally established a much closer working 
relationship with the residents’ associa- 
tion and they used the community center 
as a local link point. Overall, for most . 
agencies and from an agency point of 
view, the estate was far more popular. _ 

Our review included an analysis of 
police statistics for 1981 and 1984. The 
modernization program and other 
improvements had started at the begin- 
ning of 1982 and were completed by the 
end of 1983, so the crime levels before 
and after that period were studied. 

On the Bushbury Estate there was an - 
overall reduction in crime by more than 
a third. The most dramatic reduction 
was in burglaries, and in fact burglary 
had been the major problem. There was 
a reduction of over 50 percent in bur- 
glary during the 1982-83 period. Auto 


_ crime had been low and the reductions 


were also fairly low. It could be said that 
there was bound to have: been some 
improvement in terms of crime problems 


on the estate purely as a result of the 


Pad 
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estate’s being modernized and becoming 
obviously more popular. So we also 
obtained and studied figures for the rest 
of the beat area, most of which had been 
modernized. 

These figures show that recorded 
crime increased by about a third in the 
rest of the beat area. Burzlary increased 
by over a third and other types of crime 
by nearly two-thirds. Se overall, from 
the police statistics, it could be said that 
the target of reducing burglary seems to 
have been achieved. 

But what about what the residents 
felt and said? At the end of the day, it 
does not matter what the police statistics 
say—the people that live in the area may 
themselves feel that things have not 
improved in terms of crime. So we 
looked at the changes in crime problems 
as revealed by the surveys that were 
conducted on the estatz in 1981 and 
1985. (See Table 1.) 

These surveys show. for instance, 


that the lower 1984 figures for burglary 


of dwellings were main-ained in 1985. 
So at least the reduction was being 
carried on for an additscnal year: The 
police statistics did not pick up vandal- 
ism or criminal damagz to dwellings, 
but the surveys show that vandalism to 
individual houses reduced quite dramati- 
cally during the four years. A quarter of 
the dwellings suffered vandalism to 


_ doors and windows in 1981, but only ` 


one in eight did in 1985. Also, very 
significantly, the fear of crime reduced 
considerably; nearly ha.f the residents 
were worried about going out after dark 
in 1981, but only a quar-er in 1985. 
Burglary to shops decreased—not 
dramatically, but sigmificantly—due 
to the small number of shops. The 
majority of the shops hed been burgled 
in 1981 but only two had been out of 
the seven that we visited in 1985. The 
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level of vandalism had dropped quite 
substantially. 

In the aftermath of the street distur- 
bances in a small number of British 
cities in the autumn of 1985, the dearth 
of authentic, articulate, and authorita- 
tive spokespeople for the local neighbor- 
hoods was most striking. Many had 
much to say but few had any mandate to 
speak either for the people who lived in 
the neighborhoods or for those who 
took to the streets. There did not seem to 
be anyone or any organization with 
either the ability or the mechanism to 
influence events. There were in fact 
many good people doing good things in 
these communities, but the apparent 
absence of community leadership at 
either an individual or organizational 
level underlined just how powerless the 
people who had to live in such neighbor- 
hoods really were. Our work in the 
housing areas already mentioned con- 
firmed the absence of strong local leader- 
ship and the lack of control and power- 
lessness of the local people. 

We do not mean, by the way, that 
charismatic leaders are needed who can 
take the community away and over the 
hills like some latter-day pied piper. Nor 
is it a question of dumping the power 
and the responsibility of long-standing 
and nearly intractable problems back 
onto the community. What we are look- 
ing for is effective local people working 
with strong and vigorous organizations 
that have the backing of local people. To 
create such organizations requires 
resources. 

So the first issue we wish to bring out 
of our experience is the call for resources 
to build and, in some areas, rebuild a 
neighborhood infrastructure that will 
support leadership at the local level.. 

The second issue to raise concerns 
the style of work and partnerships. The 
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TABLE 1 
VICTIM SURVEY, 1981 AND 1985: CHANGES IN CRIME PROBLEMS 


Burglary of dwellings l 
— The number of incidents in 1986 were maintained at lower 1984 level 


Vandalism of dwellings i i 


—1 in 4 had suffered vandalism to doors or windows in 1981 
—1 in B had suffered vandalism to doors or windows in 1985 


Fear of crime 


— Nearly half the residents were worrled about going out after dark in 1981 
—A quarter of the residents were worrled about going out after dark in 1985 


pansiee of shops ; 


—6 of 8 shops were burgled in 1981 
—2 of 7 shops were burgled in 1985 
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Vandalism of shops 


— More than 10 incidents of vandalism occurred in 1981 
—3 incidents of vandalism occurred in 1985 





SOURCE: Victim surveys conducted by the NACRO Project Team, 1981 and 1985. 


maxim that if you are not part of the 
solution, you may be the problem aptly 


informs’ our stance of wanting an ap- © 


proach based on partnership, participa- 
tion, and people. 

The partnership is between the 
agencies that deliver services to the 
neighborhood and ‘the people of the 
neighborhood. The participation is 
about involving as many people as possi- 
ble in the process of effecting change, 
identifying solutions to problems, imple- 
menting them, and taking responsibility 
for results. The third element, the people, 
is about balancing the opinions, feelings, 
wishes, and aspirations of the people of 
the neighborhood. It is about keeping 
the people as the focus of the service. It 
is about starting from their perceptions. 

We therefore advocate an approach 
that is based on consultation and plan- 
ning rather than on confrontation and 
power struggles. We favor it for three 
reasons: first, because we believe it brings 
the community together; second, because 


it produces more lasting results; and 
third, because it facilitates change in thie 
service-providing agencies. 

Furthermore, it is our belief that one 
of the reasons why community-based 
organizations remain weak and unheed- 
ed,:if not unheard, is because they have 
adopted an inappropriate confronta- 
tional style for the task at hand. 

The third issue that we want to con- 
sider is how to convince the service- 
providing agencies to deliver services 
that the public values, wants, and needs. 
It is a sad reflection on our public 
services.in Britain that for much of the 
time recipients of a service feel as if they 
are victims rather than customers. The 
answer is not necessarily. to bow to 
market forces and privatize; such a 
response would mean that many services 
would disappear. Rather, service man- 
agers need to take the lead and reassert 
what the services are about, making 
those services more responsive and sensi- 
tive to the clients and customers—putting 
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the people first, rather than the pro- 
‘cesses, and insisting on much higher 
performance standards. This does not 
necessarily or inevitably mean more. 
resources; it means making things work 
properly. 3 

Frankly, it requires no more than the 
willingness of agencies to check their 
customers’ satisfaction with the services 
and to act on the results. In our consulta- 
tions with thousands of people from 
_disadvantaged neighborhoods, we have 
been impressed and inspired by the good 
sense of people’s stated wants and needs. 


They want house repairs to be done 


properly and on time, lifts and waste 
disposal units to be working, and youth 
clubs to provide facilities that kids want 
and that are open when they are needed. 
They want to be treated properly by 
public servants, and so an. 

The fourth issue is about resources. If 
we are truly concerned to prevent crime, 
then we have to attract more resources. 
As a penal reformer, we would see those 
resources diverted from the criminal 
justice system. What we have to do is to 


find a way of making crime prevention | 


part of the agenda forthe public, private, 
and voluntary sectors, at all levels. 

Certainly we have to ensure that 
properties are reasonzbly safe from 
intruders and that opportunities for 
crime are reduced wherever possible. 
But some government funds are needed 
(1) to encourage new developments; (2) 
to pump-prime new initiatives; and (3) 
to train staff, especially workers from 
disadvantaged neighborhoods, to pro- 
vide the neighborhood infrastructure 
that isso badly needed and that, sadly, is 
` not there. 
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Finally, we turn to the fifth issue, the 
issue of unemployment. This has to be 
addressed by all of us. 

On the one hand, we have the serious 
and worrying social problem of crime, 
which needs a great deal of attention in 
every corner of Britain and, I imagine, in 
every corner of the United States. The 
work to prevent crime is stultified 
through lack of know-how, lack of 
resources, lack of motivation. On the 
other hand, we have a huge social and 
economic problem that is called unem- 
ployment and that in Britain blights the 
lives of more than 3.0 million people. 
Over 1.6 million of these have been 
jobless for more than a year. Because 
there is this huge resource of people 
searching for something to do with their 
lives, is it beyond our wit and resources 
to use one problem to solve another? 
The idea is not original. Thomas More 
advocated such an approach in Utopia— 
at least he believed that finding felons 
work was rather better than being cruel 
to them. 

It is our view in NACRO that we can 
reduce the amount of crime being com- 
mitted, the fear of crime, and the number 
of entrants into the criminal justice 
system by harnessing the skills of the 
unemployed, especially in some of our 
most impoverished neighborhoods. The 
costs involved may be a small price to 
pay for making life possible in our urban 
areas. They may be a small price to pay 
for making it possible to make and 
enhance lives rather than destroy them 


in our inner-city and urban areas. 


Report of the Board of Directors to the Members of - 
the American Academy of Political and Social Science 


for the Year 1986 
MEMBERSHIP PUBLICATIONS i 
MEMBERSHIP AS OF DECEMBER 31 NUMBER OF VOLUMES OF THE ANNALS PRINTED 
(6 PER YEAR) 

Year Number 

TII 6 ee ny hl Ae a Aas sos care 15,516 1976's, 40k ow. ee es ee. er ee Oe ES 101, 789 
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TITR nk. are Be ae ee A owe ee eS en E oa 12,816 UO ren ee Ue es De! a Na Se. ae 85,605 
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198p cheek eee te a a ie Be: a Bas 9,874 L981 en igo ese bo es es Se Se eS E 69,313 
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FINANCES 
NUMBER OF VOLUMES OF THE ANNALS SOLD 
SIZE OF SECURITIES PORTFOLIO (IN ADDITION TO MEMBERSHIPS 
MARKET VALUE AS OF DECEMBER 31 AND SUBSCRIPTIONS) 
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STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


Income 
Royalty- Sage Publications . 
Sales of review books . . 


_— >% + o% » 


Royalties and reprint permissions . ..... 


Annual meeting revenue . . . 
Miscellaneous . . 


Total Income . 


Operating Expenses 
Salaries 
Payroll texes 
Pension expense . 
Employee benefits . 
Annual meeting expense . 
Depreciation . .... 
Insurance. . . 
Miscellaneous . . 


* » = . 


J 


be Sea te Ea i d e 2h 2 SHIN 000 
TE ke By Bo, ae oR. SB 1,155 


be Gi a TS nS va SE ee A a ‘ 3,459 


Day. Bo ae ee le. aS 5,915 
13,221 


133,750 


74,526 
9,071 
19,279 
3,756 

_ 21,145 


. . . . . * * r . . . . * a ` - . . 
; 7 
= . a > . . > . » . a . . * . s « 


Bak, indy G on Ga 4,675 
l 27,670 
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Postage. . . . a a de 5S te Sed 
' Repairs and maintenance. oes BS 
Supplies .-. . 2... ee a 
- -“PelephOne:s 6-5 os: s.s’ ee Rs 


Total Operating Expenses . . . 
Loss from Operations . 
Other Income (Expenses) 
‘Investment income (net) . 


Gains (loss) on sale of investments... . . 
-Grant administration overhead. . . . 


Total Other Income (Expense) 
Net Income (Loss) 
‘Retained Earnings—January1.-...... 
Retained Earnings—December 31. 


\ 


2,973 
11,517 
2,799 
4,071 
7,414 


283,205 
- - (60,666) 


11,858 
- . + $5,614 
& 2 13,600 


81,072 
20,406 
273,618 

» + $294,024 


“ Report of the Board of Directors 


During 1986, the siz volumes of 
THE ANNALS dealt with the following 
subjects: 


January Religion and the State: TheStrugele for Legitimacy 
amd Power, edited by Rotert J. Myers, President. 
Councll on Rellgion and In ernational Affairs. New 
York City. 

March The Law and Mental Healta: Research and Policy. 


‘edited by Saleom A. Shah. Chief. Center for Studies 
of Antisocial Behavior, Natonal Institute of Mental 
Health, Rockville, Maryland 

May From Foreign Workers to Settlers? Transnational 
Migration and the Emergexce of New Minorities, 
edited by Martin O. Heisler, Department of Govern 
ment and Politics, Untversizy of Maryland, College 
Park. and Barbara Schmitter Heisler, Department of 
Sociology, Cleveland State Lreversity, Ohio. 


July Regulating Campaign Finance, edited by Lloyd N. 
Cutler, Louis R. Cohen, and Roger M. Witten. Wash- 

ington, D.C. 
September = /purnigration and American Sublic Policy. edited by 


Rita J. Simon, Dean, Schoc] of Justice, American 
‘Unversity, Washington, D.C- 

Revitalizing the Industriel Crp, edited by Ralph R. 
Widiner: Executive Director, Greater Philadelphia 
First Corporation, and Mawin E. Wolfgang, Presi- 
dent, American Academy of Political and Social 
Science, and Professor of Seclology and Law, Uni- 
versity of Pennsylvania, Phietelphia. 


The publication program for .1987 
includes the following volumes: 


January International Affairs tt Africa, edited by Gerald J. 
Bender. Director, School of International Relations, 
University of Southern Callfornla, Los Angeles. 

March Foreign Language instruction: A National Agenda, 


edited by Richard D. Lambert. Professor of Soch 
ology, University of Pennsy!vanis, Philadelphia. 

May The Fulbright Experience end Academic Exchanges, 
edited by Nathan Glazer, Professor of Education 
and Sociology, Graduate Schoo] of Education, Har- 
vard University, Cambridge, Massachusetts. 

July Unemployment: A Global Challenge. edited by 

Bertram Gross, Visiting Professor of Peace and 

Conflict Studies, University of California, Berkeley, 

and Alfred Pfaller, Head, Research Group on Inter- 

national Economics and Development, Friedrich 

Ebert Foundation, Bonn, West Germany. 

The informal Economy. edited by Loui A. Ferman, 

Professor of Social Work and Research Director, 

Institute of Lebor and Industrial Relations. Untver- 

sity of Michigan, Ann Arbor; Stuart Henry, Visiting 

Associate Professor of Sociology, Eastern Michigan 

Universtiy, Ypsilanti; and Michele Hoyman, Associ- 

ate Professor of Political Sctence and Fellow, Center 

for Metropolitan Studies, University of Missouri, 

St. Louk, 

Policies to Prevent Crime: Neighborhood, Family, 

end Employment Strategies, edited by Lynn A. 

Curtis, President, Milton S. Elsenhower Founda- 

tion, Washington, D.C. 


September 


November 


REPORT OF THE BOARD OF DIRECTORS 


During 1986, the Book Department 
published 247 reviews. The majority of 
these were written by professors, but 
reviewers also included university presi- 
dents, members of private and university- 
sponsored organizations, government and, 
public officials, and business professionals. 
Over 520 books were listed in the Other 
Books section. 

. Sixty-two requests were granted to re- 

_ print material from THE ANNALS. These 
went to professors and other authors 
for use in books in preparation and to 
nonprofit organizations for educational 
purposes. 


MEETINGS 


The eighty-ninth annual meeting, which 
was held April 18-19, 1986, had as its sub- 
ject Revitalizing the Industrial City and 
continued the tradition of our gatherings 
with respect to the diversity of organiza- 
` tions represented by delegates, the size of 
the audiences, and the interest displayed. 
Delegates were sent by American and 
foreign universities and colleges and inter- 
national, civic, scientific, and commercial 
organizations. States, cities, and United 
Nations missions were also represented. 

The ninetieth annual meeting was 
postponed to 1988. 
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: OFFICERS AND STAFF 


The Board reelected the following 
officers; Marvin E, Wolfgang, President; 
Richard D. Lambert, Vice-President; 
Randall M. Whaley, Secretary; Elmer B. 


: Staats, Treasurer; Henry W. Sawyer, III, 


Counsel. Reappointed were: Richard D. ` 
Lambert, Editor, and Alan W. Heston, 
Associate Editor. 


Respectfully submitted, 
THE BOARD OF DIRECTORS 


Elmer B. Staats 
Marvin E. Wolfgang 
Lee Benson 

Richard D.. Lambert 
Thomas L. Hughes 
Randall M. Whaley — 
Lloyd N. Cutler 
Henry W. Sawyer, HI 
William T. Coleman, Jr. 
Anthony J. Scirica 
Frederick Heldring 


Philadelphia, Pennsylvania 
1 May 1986 


Book Department 


INTERNATIONAL RELATIONS AND POLITICS 
AFRICA, ASIA, AND LATIN AMERICA...... 
EUROPE ...... Tere errr TEN 


INTERNATIONAL RELATIONS 
AND POLITICS 


CALVERT, PETER. The Foreign Policy of 
New States. Pp. viii, 216. New York: St. 
Martin’s Press, 1986. $32.50. 


One cannot argue with Peter Calvert’s 
contention that “in a world composed largely 
of new states” it is necessary “to look at the 
problems of foreign policy with a new perspec- 
tive.” Unfortunately, few new perspectives 


emerge from this general overview, which ` 


considers foreign policy orientations and 
decision making of new states within the 
broader framework of the contemporary 
international system. It is mainly a series of 
generalizations and examples, or essays and 
reflections, presented in a clear but rather 
stodgy style by a competent student of 
international affairs, who is a professor of 
comparative and international politics at the 
University of Southampton. 

A central thesis——to the extent that one 
can be discerned—is stated in the preface: 
“Foreign policy-making, as seen here, is the 
occupation primarily of a very small elite 
dominated above all by considerations of 
their own political (and often personal) 
survival. Foreign policy therefore is ancillary 
to domestic policy and serves its needs.” 
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Actually, as this volume amply demonstrates, 
both foreign policymaking and the relations 
between domestic and foreign policy are 
significantly conditioned by many other fac- 
tors. An extraordinary statement that “the 
world of international politics is not con- 
cerned with the internal structure or function- 
ing of states” is refuted in almost every 
chapter. 

One of the best chapters presents a good 
general explanation of the limitations on 
new and weak states in their efforts to 
promote foreign policy objectives. These 
limitations are both external and internal. It 
is obviously difficult for small states to 
function in a world of great powers. None of 
the options open to them is really satisfac- 
tory; and the danger of outside intervention, 
in various forms, is ever present. Internal 
weaknesses and divisions greatly complicate 
the problem of coping with the international 
environment. In this connection the brief 
discussion of cleavages in newly independent 
states, of secessionist, irredentist, and guer- 
rilla movements, and of ethnic tensions is 
highly relevant. 

There are a number of better books on the 
foreign policy of new states. One, published 
some years ago by St. Martin’s Press, is Peter 
J. Boyce’s Foreign Affairs for New States: 
Some Questions of Credentials, which, curi- 


BOOK DEPARTMENT 


` 


A 


ously, is not even listed in the 19-page 
bibliography—one-tenth as long as the 
text!— although it is prominently advertised 
on the back cover of this book.. 

If this small, overpriced volume were 
made available in a paperback edition, at a 
reasonable price, it could be recommended. 
for supplementary reading in introductory 
courses in international relations and com- 
parative foreign policy. It will be of. little 
value for specialists in these fields, or for 
policymakers, and of little interest to general 
readers. 

NORMAN D. PALMER 
University of Pennsylvania 
Philadelphia 


CAWSON, ALAN. Corporatism and Political 
Theory. Pp. viii, 174. New York: Basil 
Blackwell, 1986. $45.00. 


Interest group theory emerged as an 
important focus for American political scien- 
tists with David Truman’s Governmental 
Process (1951). It was a basis for the analyti- 
cal and sometimes prescriptive theory of 
democracy known as pluralism, associated 
with the classic work of Robert Dahl on New 
Haven. Cawson is concerned that the plural- 
ist version of political society, as well as the 
neo-Marxist view of political society as class 
politics, does not do justice to the complexity 
of the structural features of the group pro- 
cess. He therefore proposes a corporatist 
theory of social bargaining, not to displace 
the alternative theories but to enrich them. 
Corporatism is developed as a theoretical 
tool with which to provide a more revealing 
account of the contemporary political bar- 
gaining process, for which neither pluralistic 
nor class politics accounts alone are ade- 
quate. Thus nations exist on a continuum 
from those with the most corporatist struc- 
tures, such as Austria, which Cawson de- 
scribes as the ideal case, to those with less 
corporatism and more pluralism, such -as 
Britain and the United States. The variable 
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connecting the nations along this continuum 
is the degree of competitiveness between . 
interest groups. 

’. For those unfamiliar with the concept of 
corporatism, Cawson provides a definition: 
Corporatism is a specific socio-political process in 
which organisations representing monopolistic 
functional interests engage in political exchange 
with state agencies over public policy outputs 
which involves those organisations in a role which 
combines interest representation and policy imple- 
mentation through delegated self-enforcement. 


So while pluralistic interest groups bargain 
on the content of legislation before Congress, 
the corporatist organization will in addition 
collaborate with the state to implement 
policy. The corporatism analyzed in Caw- 
son’s book is a voluntary and piecemeal | 
development in modern industrial societies. ` 
It is unrelated to the fascist schema of state- 
controlled corporations that appeared in a 
number of incomplete capitalist societies. ` 

Cawson analyzes the impact of corpo- 
ratism on three levels. Macro-corporatism 
involves the interrelationship of. peak organi- 
zations of labor and capital with the state; — 
and it is best exemplified in the Austrian 
case, with its chamber system ‘based on 
compulsory membership along functional 
interests. Nations such as Britain, the United 
States, and France exhibit little corporatism 
at the macro level, but the concept is also 
valuable in these cases for the study of meso- 
corporatism and micro-corporatism. Certain 
sectors,.such as the dairy industry, are 
involved in meso-corporate relations with 
state agencies in Britain and also the United 
States. Corporatism also subsumes bilateral | 
bargaining between the state and individual 
firms, or micro-corporatism. Cawson’s brief 
discussion of the relationship of local govern- ` 
ment to the national level in Britain clearly 
illustrates the potential contributions of 
corporatist theory. 

Corporatism has important implications 
for democratic theory, naturally, because it’ 
is partly a critique of pluralism. For one 
thing, it is the group rather than the individ- ~ 
ual that is enfranchised through the corpo- 
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ratist organization. In effect, the corporatist 
interest group affords its members two voices 
rather than one in determining public policy. 
Moreover, producer groups are by nature 
much easier to form than consumer groups, 
so that some interests in society are provided 
a stronger voice than others. It is evident, 
although Cawson denies that corporatism is 
. any kind of discernible trend in capitalist 
societies, that the polity embadied in Madi- 
son’s Federalist Paper 10 is in jeopardy. This 
has been pointed out, of course, by theories 
of the power elite, but corporatism seems a 
more. discriminate concept. 

Cawson recommends the use of both 
pluralist and corporatist theories in the anal- 
ysis of political processes. But the fact is that 
liberal democratic theory has too often had 
too rigid a focus on elected government 
officials and bureaucrats. Corporatist theory 
may well contribute to a fuller view of the 
public policy process—it may also, as Cawson 
hopes, revitalize the field of irterest group 
studies. 

WILLARD D. KEIM 

University of Hawaii 

Hilo 


LEE, WILLIAM T..and RICHARD F. STAAR. 
Soviet Military Policy since World War 
II. Pp. xxii, 263. Stanford, CA: Hoover 
Institution Press, 1986. $21.95. 


ERICKSON, JOHN, LYNN HANSEN, ‘and 
WILLIAM SCHNEIDER. Soviet Ground 
Forces: An Operational Assessment. 
Pp. xix, 267. Boulder, CO: Westview 
Press, 1986. $26.00. 


‘These two books complement one 


another. They both conclude that there is a ` 


basic element of aggressiveness in Soviet 
military doctrine and practice. In Soviet 
Military Policy, Lee and Staar argue that 
Soviet “armies, air forces, strategic missiles, 
and aircraft have been built up to levels far 
beyond what is required to defend the War- 
saw: Pact against NATO or to enforce 
traditional American concepts of nuclear 
deterrence.” In support of their claim that 
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the ultimate Soviet goal is the spread of 
communism behind the shield of military 
superiority, Lee and Staar cite the abandon- 
ment of high rates of economic growth in 
favor of a continued military buildup. 

In Soviet Ground Forces, the grand- 
policy argument is more implicit. Erickson, 
Hansen, and Schneider emphasize the consis- 
tent improvement and tremendous stockpiles 
of military hardware and manpower, and the 
development of the new doctrine of daring 
thrust. The reader might be expected to 
conclude that Moscow indeed is building a 
force capable of political intimidation and 
possibly even victory in World War HI— 
unless the West responds with a determined 
military buildup of its own. 

In both cases, however, but particularly 
in the Lee and Staar volume, the argument is 
incomplete. The authors generally fail to 
consider alternate explanations for the facts 
they cite or to discuss fully the possible 
weaknesses in Soviet planning and execution 
that could significantly undermine the seri- 
ousness of the alleged threat. 

For example, Lee and Staar claim that 
one cannot attribute to defensive worries the 
development of “all-weather superiority 
interceptors equipped with radar and missiles 
for look-down-shoot-down engagements.” 
However, they do not mention the need for 
such aircraft to deal with the threat posed by 
American cruise missiles. In this same vein, 
Erickson and his colleagues mention in pass- 
ing the development of “variable geometry 
aircraft” as an example of Soviet moderniza- 
tion, despite the fact that the United States 
discovered that such aircraft are not practi- 
cal. Their deployment by the Soviets is 
probably an excellent example of blind copy- 
ing of American technology without regard 
to its ultimate utility. 

Lee and Staar would be hard-pressed to 

n N 
explain Gorbachev’s current efforts at “revo- 
lutionary reform” of the Soviet system, his 
push for glasnost (“openness”), and his major 
arms-control proposals except to argue that 
these are all a smoke screen designed to 
mislead the West while the new leadership in 
the Kremlin continues to pursue its unvary- 
ing goal of domination. I doubt that they will 


BOOK DEPARTMENT 


accept the possibility that the Soviet Union 
in fact has serious economic and social 
problems and that Gorbachev is being forced 
to focus more on avoiding a domestic crisis 
than on spreading communism. 

In this same connection, it would have 
been interesting if Erickson, Hansen, and 
Schneider had considered the possibility that 
many of the changes in Soviet military 
hardware have been the result of Soviet 
industry’s slowly learning to improve things 
that did not work very well to begin with 
rather than significant improvements in com- 
parison to Western equipment. 

The authors of both books would have 
done well to confront the evidence provided 
by the performance of both Soviet tactics 
and equipment in the Middle East, particu- 
larly in Lebanon in 1982, and in Afghanistan, 
and the evidence supplied in books such as 
John Barron’s MiG Pilot and Andrew Cock- 
burn’s The Threat: Inside the Soviet Military 
Machine. Barron admittedly comes to similar 
aggressive conclusions about Soviet policy 
even though the factual material presented in 
his book strongly suggests that there are 
serious flaws in Soviet society that signifi- 
cantly undermine the effectiveness of Mas- 
cow’s military machine. Based largely on the 
detailed reports of people who have actually 
used it, Cockburn convincingly argues that 
Soviet military equipment is far from consis- 
tently “invincible” and that there is at least as 
much “bureaucratic madness” as cunning 
method in Soviet military decision making. 

It would be a mistake to ignore totally the 
arguments and information presented in 
these two books. Soviet Ground Forces.is 
more balanced than Soviet Military Policy 
in that it raises questions about the actual 
effectiveness of doctrine, but in my opinionit 
also gives too little attention to detailed 
arguments and evidence that. bring into 
question the Soviet ability to fight and win 
against a determined opponent. It also should 
be noted that MiG Pilot and The Threat are 
better written and much more interesting to 
read than the two books under review. 

RONALD R. POPE 

Ulinois State University 

Normal 
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AFRICA, ASIA, AND 
- LATIN AMERICA. 


AJAMI, FOUAD. The Vanished Imam: Musa 
al Sadr and the Shia of Lebanon. Pp. 228. 
Ithaca, NY: Cornell University Press, 
1986. $17.95. 


HAWTING, G. R. The First Dynasty of Islam: 
The Umayyad Caliphate A.D. 661-750. 
Pp. xx, 141. Carbondale: Southern Illi- 
nois University Press, 1987. $24.95. 


Fouad Ajami’s book has been justly wel- 
comed by readers as an evocative and sensi- 
tive account of the personality and activities 
of a charismatic Shi’ cleric instrumental in 
the political transformation of the Lebanese 
Shii community in the 1960s and 1970s. 
Born into a family of distinguished scholars, 
Lebanese in origin, Musa al-Sadr was himself 
born in Iran‘and, as a promising young legist 
and teacher, came to Lebanon in 1959. In the 
subsequent two decades, until his mysterious 
disappearance in Libya in 1978, he emerged 
as the undisputed leader of the heretofore 
quiescent and downtrodden Shi’a. This is a 
riveting book, in part because the trajectory 
of a single life, subtly elucidated, so effec- 
tively carries the reader’s interest. More than 
that, however, the life is used to refract and 
illuminate central themes in the past and 
present of the area so that the book has an 
importance far beyond the description of a 
single life. 

The book is particularly good in showing 
the larger political context in which the 
Shi’a have found themselves——-and typically 
found themselves disadvantaged: the Otto- 
man empire with its preference for fellow 
Sunnis; the colonial overlordship, transform- 
ing economic relationships, drawing political 
boundaries, allying with one confessional 
group and not another; Arab nationalism, 
which could not include everyone; the pres- 
sures of Palestinian aspirations on the one 
hand and Israeli incursions on the other. 
Ethnic and sectarian relations are shown to 
be very much the product of modern events 
and not, as the media often imply, the 
residuum of primordial identities. The book 
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also examines the changing ideclogical inter- 
pretations of Shi’i Islam, emerging in Musa 
al-Sadr’s hands, as among the intellectuals in 
Iran, not as a justification for suffering and 
passivity but as a call for action leading to 
political and economic justice. 

The study draws on a wide range of 
excellent sources, among them extensive 
interviews with people who knew the imam, 
journals and other writings of the Shi’a 
themselves, and—-a perhaps surprisingly 
informative source—American consular 
reports and diplomatic cables. It is a well- 


crafted book, opening with a vivid prologue - 


describing the disappearance, moving easily 
as the story unfolds to weave in historic 
background and cultural models. It shares 
what might be called the Barbara Tuchman 
style of history, conjuring up the scene of 
what must have been even if the formal 
source may not say it. Thus of a woman of 
the old elite Ajami writes: “It is hard to 
imagine her worrying over the price of 
tobacco in southern Lebanon as she divided 
her time between Rabat and Paris.” Simi- 
larly, it is to Conrad’s Lord Jim that Ajami 
turns again and again to find the apt parallel 
to his subject, adding not merely a literary 
touch but a universal quality tc the subject 
that, again, draws the reader in. This is a 
timely book of unusually wide appeal, acces- 
sible and stimulating to specialist and non- 
specialist both. 

G. R. Hawting’s volume is a lucidly 
written survey of ninety years of significant 
change in all aspects of early Muslim history. 
Brief, clearly written chapters proceed chro- 
nologically through dynastic and military 
events, describing these events in the context 
of broad historical change, among them 
conversion, mutual assimilation, and the 
growing power of the state. The interpreta- 
‘tion of the Umayyad Caliphate became an 
important thread in the culture of later 
Muslims. Hawting elucidates that interpreta- 
tion in relation to the events as they unfold. 
He also alludes, both as he procezds and in a 
separate appendix, to the varying interpre- 
tations of the period entertained by Western 
scholars in modern times. The werk does not 
cite original sources but rather the many 


secondary works on which it is based. It is 
not meant to supersede the classic texts in the 
field but to offer a deft and intelligent 
synthesis that is accessible and compact. 
BARBARA D. METCALF 
University of California 
Davis 


BERGQUIST, CHARLES. Labor in Latin 
America: Comparative Essays on Chile, 
Argentina, Venezuela, and Colombia. 
Pp.. xiv, 397. Stanford, CA: Stanford 
University Press, 1986. $39.50. Paper- 
bound, $14.95. 


Bergquist, a professor of history at Duke 
University, calls his book “a new social and 
labor history.” He uses insights that have 
come into his discipline from literature, 
social anthropology; and structural eco- 
nomics, as well as his own experiences as a 
participant-observer for two years in the 
Peace Corps in Colombia. He clearly aligns 
himself with the newer trends in his discipline 
by concluding each of his essays with an 
assessment of the country’s present stage of 
political and social development. He even 
includes a brief prediction about its future, 
available to be used to bridge the country’s 
history and the needs of its leaders in making 
policies for its government, business, and 
labor organizations. 

Bergquist’s theme is not simply to describe 
labor in each country, but to demonstrate 
that the labor sector of its primary export 
industry both energizes and limits its eco- 
nomic and political development and there- 
fore determines its growth. His work is in 
contrast to that of older theories of develop- 
ment, such as ones that hold that geographic 
location, climate, or access to natural re- 
sources explains a country’s development. 
Such theories customarily restrict themselves 
to consideration of the formal authoritarian, 
institutional, and capitalist forces originating 
at top levels of a society. Bergquist seeks to 
show that the inputs that a country’s develop- 
ment receives from its labor force at lower 
levels of the society provide a better explana- 
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tion for its development. He thus reverses the 
direction of causality in respect to social and 
political patterns of change as they are 
assumed in traditional historiography. 

Bergquist correctly judges that the pri- 
mary strength of his work lies in his use of the 
comparative method, but the richness of his 
data, the power of his theories and analyses, 
and the vigor and passion of his style carry 
the value of the book beyond what a reader 
might expect from essays on labor in four 
countries. His thesis is complex, but he 
explicates it carefully at each step by telling 
his readers whence he is coming, by summa- 
rizing what he has said, and by indicating 
whither he is leading. 

“On a continuum defined by export struc- 
ture and twentieth-century political develop- 
ment, Chile and Argentina tend towards the 
poles, whereas Venezuela and Colombia lie 
towards, but on opposite sides of, the center,” 
Bergquist writes. 


In Chile’ foreign-owned nitrate and copper export 
economy, organized labor evolved under Marxist 
leadership and ideology. . . . Conversely,. in 
Argentina’s domestically owned livestock and 
cereal export economy, organized labor ultimately 
became corporatist in leadership and ideology.... 
The eclipse of the left and the rise of Peronism 
effectively smothered the potential for social trans- 
formation and severely eroded the country’s once 
great potential for economic development. Thus 
by the 1970s each country... reached an economic 
and political impasse that was at least temporarily 
“resolved” through the imposition of authoritarian 
military regimes, the repression of organized labor, 
and the pursuit of neoclassical liberal economic 
politics. ... 


The basic structure of [Venezuela’s foreign-owned] 
export economy favored the initial autonomy and 
organizational strength of labor and the left; its 
special feature [that is, large government revenues] 
helps to explain the displacement of the left by the 
reformist liberal government that emerged in the 
1940s and 1950s. 


In contrast, 


Colombia’s domestically owned coffee economy 
featured very wide ownership of the means of 
export production... . . [This] structure... 
hindered the development of working-class cul- 
tural and organizational autonomy; its special 
feature [namely, wide dispersal of ownership] 
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tended to push social and economic unrest into 
traditional political channels’ and towards the 
interclass warfare of the period of la violencia. . .. 
In both countries, the weakness of the left... 
contributed .. . to the maintenance of relatively 
open liberal developmentalist regimes in the post- 
war period (pp. 15-16). - 


I am not competent to comment on the 
merit of Bergquist’s studies of individual 
countries, except to point out that his most 
original one concerns Colombia, on which 
he found that less had been done than on the. 
others. Though Bergquist as a historian does 
not have the luxury of consulting directly the 
views of the people he studies, he selects his 
primary sources with an eye to the care with 
which they report the conditions of their 
subjects’ lives in their families at home and in 
their groups at work. His account of a 
drilling crew at work in the oil fields of © 
Venezuela is a small gem, of which any 
applied anthropologist would be proud. An- 
other of Bergquist’s strengths is that he 
clearly distinguishes between his data and 
the perspectives from which he views them. 

In addition, Bergquist’s data show that - 
the direction of causality among the variables 
that he is considering sometimes reverses 
itself, so that what had been an independent 
variable in one period becomes a dependent 
one in another. In such instances his presenta- 
tion would have been clearer and more 
economical had he adopted the concept of 
interdependent rather than dependent and 
independent variables. This step would have 
resulted in his coming to a notion of equilib- 
rium in his frame of reference. : 

These reservations are relatively minor 


‘ones, related to the way Bergquist describes 


and theorizes about what he does, rather 
than to what in fact he does. For Bergquist 
deals adequately with the patterns of inter- 
dependence among the variables that he 
selects as causes and the environments with 
which they interact. For this he is to be 
congratulated. 
GEORGE F. F. LOMBARD 
Harvard University . l 
Boston 
. Massachusetts 
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BLUMBERG, ARNOLD. Zion before Zionism 
1838-1880. Pp. xv, 235. Syracuse, NY: 
Syracuse University Press, 1985. $28.00. 


Unexplored during much of the nine- 
teenth century and plagued by lawlessness, 
disease, and insecurity, the Ottoman province 
of Palestine scarcely commanded the atten- 
tion of either Europeans or Muslims until 
Mohammed Ali’s conquest in 1831. This 
conquest and the rule of Mohammed Ali’s 
son [brahim Pasha set local and international 
forces of change in motion. The establish- 
ment of a British consulate in Jerusalem in 
1838, the inauguration of the Anglican 
Church in the province, the publication of 
the explorer Edward Robinson’s maps and 
reports on Palestine, and the 1839 visit of 
Moses Montefiore are signposts of that 
thoroughgoing process of change. The resto- 
ration of Palestine and Syria to Ottoman 
rule in 1840 was bought at the price of 
significant Ottoman concessions to Europe, 
thereby accelerating the process of adminis- 
trative reform and more equitable relations 
among the inhabitants of the area on the one 
hand, and their intensified relationships with 
the various European powers on the other. 

Arnold Blumberg’s Zion before Zionism 
1838-1880 scarcely considers the role played 
by the conquests of Egypt’s Pasha in inaugu- 
rating the era under discussion even while he 
seeks to examine the interaction among 
Jews, Christians, Muslims, Europeans, and 
Turks in Palestine prior to the rise of modern 
Zionism. His examination acknowledges 
some of the prominent ethnic and religious 
tensions in the province, relating these to 
changes wrought by technology and dipio- 
macy. Blumberg highlights such local fea- 
tures as the Ottoman amused contempt 
toward minorities, the endemic warfare of 


the bedouin population, and the various 


subdivisions of the Jewish population (kolle- 
lim) who already constituted a majority of 
the population of Jerusalem by midcentury. 
Blumberg’s special familiarity with the diaries 
and correspondence of the British consul 
_ James Finn leads the reader to expect a more 
lively and three-dimensional portrait of the 


leading actors of the period. Unfortunately, 
this is not the case. 

Nineteenth-century Palestine: has been 
the subject of an extensive school of scholar- 
ship and a growing corpus of literature 
among Israeli scholars. While Blumberg 
acknowledges Hebrew periodical literature, 
the reader gets the impression that Blumberg 
has barely scratched its surface. The passion 
of institutional rivalries, both Jewish and 
Christian, during this period is hardly dis- 
cernible. Thus while Blumberg’s book does 
contain an engaging chapter on the Crimean 
War, much work still remains to be done in 
English on nineteenth-century Palestine. 

JANE S. GERBER 

City University of New York 


MAGNUS, RALPH H, ed. Afghan Alterna- 
tives: Issues, Options, and Policies. Pp. 
221. New Brunswick, NJ: Transaction 
Books, 1985. $29.95. 


SHAMS UD DIN. Soviet-Afghan Relations. 
Pp. x, 168. Calcutta: K. P. Bagchi, 1985. 
No price. 


The papers in the first volume under 
review, edited by Ralph H. Magnus, were 
originally presented at the Conference on 
Afghan Alternatives, held in Monterey in 
November 1983. They are arranged under 
six themes: Soviet policies, the resistance 
movement, external responses, U.S. policy, 
perceptions of U.S. interest in the resistance, 
and the alternatives for the future of 
Afghanistan. 

Magnus, who has been known for his 
scholarship and his distinguished contribu- 
tions on Afghanistan, also included in this 
volume the edited transcripts of the discus- 
sions. The list of contributors of discussion 
papers includes several well-known names, 
such as Louis Dupree and Selig Harrison. 

While the overall level of the contributions 
is high, several of the papers represent partic- 
ularly praiseworthy efforts. Among these is 
Jiri Valenta’s paper. Soviet military interven- 
tions always enliven the perennial specula- 
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tions about Moscow’s foreign policy goals. 
Valenta has been concerned with Soviet 
military ventures, especially in his book 
about the invasion of his country. in. 1968. 
His broad outlook and personal experience 
allow him to examine, with expert insight, 
the Soviet decision to invade Afghanistan, 
the impact of the invasion on Soviet domestic 
and foreign policies, and the possible Soviet 
options. 

Another noteworthy contribution is made 
by Eden Naby, who correctly cautions 
against overestimating the superficial anal- 
ogy between the Afghan resistance and simi- 
lar- movements, such as the Basmachis. She 
examines the ideological differences between 
the mujahidin groups, which account for the 
internal divisions of the. movement. 

While the possibility of Afghanistan’s 
becoming a bargaining chip for a superpower 
deal has.been considered a realistic option, 
regional factors have not been taken very 
seriously. Marvin Weinbaum suggests a num- 
ber of regional developments that could have 
a profound impact on the Afghan crisis: the 
Iran-Iraq war, Pakistan’s instability, the 
future course of the Iranian revolution, and 
so forth. 

Unfortunately, the impact of the papers 

has been diminished by the two-year time 
lapse between their presentation and publica- 
tion. The inevitable developments that have 
taken place have reduced the importance of 
analyses made prior to these changes. 
_ Inthe second volume under review, Shams 
ud Din, after a brief treatment of the founda- 
tions of Soviet foreign policy, surveys the 
relations between the Soviet Union ,and 
Afghanistan from 1917 through the after- 
math of Soviet intervention. He emphasizes 
the positive aspects of Soviet policy toward 
Afghanistan, such as economic assistance. 

Shams ud Din rejects the various theories 
explaining Soviet intervention and, in fact, 
blames the United States and the West, as 
well as Pakistan, for having contributed to 
the situation leading to Soviet aggression. 
He also suggests concrete steps for solving 
the Afghan crisis: the United States and the 
countries of the region should accept the 
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changes that have occurred in Afghanistan 
and withhold support to the resistance. Fur- 
thermore, the demands for Soviet withdrawal 
should be dropped. The result would be to 
“deny the Soviets any plausible reason to 
maintain their presence.” This statement is 
obviously a rephrased Soviet argument justi- 


' fying the aggression in Afghanistan as broth- 


erly assistance against imperialist subversion. 

Shams ud Din’s appreciation for Soviet 
foreign policy sometimes leads him to the 
extreme of adopting, seriously, Soviet politi- 
cal jargon. For instance, he says, “It is not 
Soviet Russia’s strategic style to easily aban- 
don its geographically close friends”; thus he 
implies that Soviet invasions are acts of 
altruism, not brutal aggressions, and that the 
targets are genuine friends, not Moscow’s 
satellites. Perhaps the most grotesque .of 
these cases is Shams ud Din’s prediction that 
“common belief in-the Marxism-Leninism 
will soon cement this [that-is, the Afghan- 
Soviet] friendship into an irrevocable fra- 
ternal bond.” 

Even if readers become accustomed to 
this thinly disguised defense of the Soviet 
cause, they will still be surprised by some of 
Shams ud Din’s ideas. It is suggested, for 
instance, that neutralization of Iran and 
Pakistan might be “another alternative for 
evolving an effective policy of peaceful coex- 
istence.” Instead of sovereign entities of 
growing national pride and international 
significance, Shams ud Din apparently per- 
ceives Soviet Asian neighbors as countries 
that should be expected to sacrifice portions 
of their sovereignty for the sake of Moscow’s 
interests in the superpower game; which the 
Soviets prefer to call “peaceful coexistence.” 

The views expressed in Soviet-Afghan 
Relations are particularly unexpected from 
an obviously talented author, especially one 
who lives in acountry neighboring the Soviet 


Union and one whose name suggests that he _ 


is Muslim. 
MICHAEL LENKER 
University of Pennsylvania 
Philadelphia 
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SIMON, REEVA S; Iraq between the Two 
World Wars: The Creation and Imple- 
mentation of a Nationalist Ideology. 
Pp. xv, 233. New York: Columbia Univer- 


sity Press, 1986. $30.00. 


COMMITTEE AGAINST REPRESSION AND 
FOR DEMOCRATIC RIGHTS IN IRAQ 
(CARDRI). Saddam's Iraq: Revolution or 
Reaction? Pp. xvii, 254. London: Zed 
Books, 1986. $29.95. Paperbound, $10.95. 


Despite its recent emergence as a focus of 
international attention because of the war 
with Iran, Iraq has been among the lesser 
known and less frequently written about of 
the major Arab nations. Books, scholarly 
and other kinds, about Egypt, Lebanon, and 
Syria are more plentiful, and the number on 
Iran since the 1979 revolution has multiplied 
at a much more rapid rate than those on 
Iraq. Several historical works were available 
before Iraq’s 1958 revolution, but since then 
new scholarly monographs have been few. 
' Therefore these two studies, despite their 
shortcomings, are useful in helping to fill the 
gap. a 

Reeva Simon’s is a study of the Iraqi 
army in politics from the Ottoman era until 
the military coup by Rashid Aliin 1941. The 
CARDRI anthology is a polemic against 
Saddam Hussein’s Baathist regime, although 
it contains valuable data and a few informa- 
tive insights. 

The crux of Simon’s study is an attempt 
to discover why the Iraqi army officers who 
seized the government in 1941 rejected liberal 
democratic values in favor of Ge-man mili- 
tarism and Teutonic romantic nétionalism. 
Toward this end she traces the irfluence of 
German officers sent to train Ottoman forces 
during the nineteenth century. At the time, a 
’ number of the Iraqi Arab elite served in the 
Ottoman army. “Istanbul was the Mecca 
(Ka’ba) of ambitious Iraqis”; there the 
officer corps became infatuated with the 
German model of state and society. 

After World War I, when independent 
Iraq established its own armed forces, the 
new officer corps maintained an “emotional 
Germanophilia.” Furthermore, by the 1930s, 
German influence was pervasive in youth- 
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oriented propaganda, among students, and 
in diplomatic circles. In a lengthy chapter on 
Iraqi education during the 1930s, Simon 
demonstrates how they, “like the French, the 
Germans and the Japanese used the schools 
to inculcate nationalism” and pan-Arab sen- 
timent. Although not exclusively dominant, 
fascist influence, both German and Italian, 
was highly influential. 

Simon concludes thar Iraq rejected West- 
ern liberal values because “Britain, which 
represented liberalism, had imposed liberal 
institutions on Iraq” with an “Arab facade” 
and because the officers who ruled the 
country after World War I “were products of 
a non-liberal background that emphasised 
nationalism and militarism.” 

With her concentration on fascist influ- 
ences in the military, Simon overlooks the 
powerful currents of other forces such as the 
underground communist movement and the 
more visible socialist-orieated Kamil Chader- 
chi entourage, neither of which is even 
mentioned in the index. Thus the study has a 
rather one-dimensional perspective. 

The CARDRI collection of articles by 
diverse authors, most unznown to me, has a 
quite different perspective.’ It covers Iraq 
from the 1930s to the present with chapters 
on history and politics, ol and the economy, 
the army, the Kurds, wcmen, and the war 
with Iran. But the thrust of the book is a 
vehement attack on the “parasitic” Baathist 
regime that, according to the authors, seized 
power in 1963 in a “fascist coup” with the 
assistance of the Central Intelligence Agency. 
This polemic style pervades the book with 
frequent references to iems such as the 
Baath’s “Nazi-style paramilitary organiza- 
tion,” its support by “paresitic bourgeoisie,” 
its “chauvinistic policies,” assistance received 
from the “Turkish military dictatorship,” 
and the “fascist regimes of Turkey and Iraq.” 
On the other hand, the Iraqi communist 
party and its affiliates emerge as heroic, 
dedicated to peace, justice. and the welfare of 
the Iraqi people. Nevertheless, the book has 
merits considering how little scholarly work 
is available on the country. The historical- 
political survey and the economic and social 
data such as in the chapters on the Kurds, the 
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Shiite opposition, and the army are concise 
and useful references. 
DON PERETZ 
State University of New York 
Binghamton 


THOMAS, RAJU G.C, Indian Security Policy. 
Pp. xiv, 312. Princeton, NJ: Princeton 
University Press, 1986. $37.50. 


This is an outstanding book, one that is of 
especial importance to anyone interested in 
South Asia and the increasing role of India 
in world affairs. The first chapter provides a 
well-thought-out survey of the dimensions of 
the subject: Thomas defines security to 
include both external and internal aspects, 
although noting that the military prefers to 
avoid being involved in domestic problems. 


He refers to the Kautilyan model of interna- * 


tional relations—" my enemy’s enemy is my 
friend”—and develops a model of relation- 


ships in South Asia and beyond, that con- - 


forms very much to India’s security envi- 
ronment. When power relationships are 
added to this, the result is that China and 
Pakistan are of primary concern to Indian 
defense planners, as in Thomas’s discussion 
of the balance with Pakistan. His discussion 
of nonalignment and its application is espe- 
cially useful. There are problems in this 
initial analysis and throughout the book in 
that there appears, to me, to be an excessive 
reliance on Indian press sources. An example 
is Thomas’s assertion that Kissinger, during 
his 1971 visit to New Delhi, “threatened not 
to dissuade China from intervening on Pakis- 
tan’s behalf should India resort to force” in 
Bangladesh. It is doubtful that Kissinger was 
so blunt despite a report cited from the 
Hindustan Times. 

Thomas next looks at a number of aspects 
of defense policy: internal security, the politi- 
cal system, the perspective of the military, 
economic issues, and technological and 
weapons procurement policies. Each is 
treated in detail and with precision; in fact, 
the treatment of each could almost stand 
alone as a separate article. This does led to a 
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fair degree of redundancy. For example, the 
reader learns several times that the naval and 
air attack on Karachi during the 1971 conflict 
was not coordinated. The discussions of the 
Indian nuclear option are both provocative 
and timely. Thomas believes that India is on 
a “seemingly irrevocable path [to] a nuclear 
weapons program,” a path that will be 
anything but comforting to China and Paki- 
stan. In the latter of the two discussions on 
nuclear options, he also appraises Indian 
development of space technology. 

Thomas seems to give rather.short shrift ' 
to the possibilities of the South Asian Asso- 
ciation for Regional Cooperation (SAARC). 
It is correct that SAARC is formally limited 
to nonpolitical and nonbilateral issues. The 
summit meetings in Dhaka, in 1985, and 
Bangalore, in 1986, however, did provide 
opportunities for the leaders of the seven 
nations to meet one on one and these oppor- 
tunities were taken. SAARC could become 
an important forum for addressing bilateral 
issues well beyond the limitations contained 
in the agreement. 

There are inevitably some errors of fact. 
One is Thomas’s assertion that Jordanian 
arms were transferred to Pakistan before 
1971. I assume he is referring to the never- 
consummated suggestion that Jordanian F- 
104s be transferred to Pakistan to replace 
aircraft of the same model lost by Pakistan in 


_ 1965, with Jordan being compensated by 


other more advanced aircraft. The transfer 
did not take place, however. Another is in 
reference to the directive principles; they are . 
not in the preamble to the Constitution. 
Finally, it is not the territorial waters but the 
economic zone that extends to 200 miles 
from the coast. 

These quibbles aside, one can only echo 
the words of Joseph Nye in the foreword in 
strongly recommending this book: “We must 
think more clearly about India’s domestic 


and regional politics. .. . This book is an 
‘excellent place to start.” 
. CRAIG BAXTER 
Juniata College | 
Huntingdon 


Pennsylvania 
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THOMPSON, LEONARD. The Political 
Mythology of Apartheid. Pp. xi, 293. New 
Haven: Yale University Press, 1985. 
$22.50. | 


JASTER, ROBERTS. South Africa in Nami- 
bia: The Botha Strategy. Pp.114. Lanham, 
MD: University Press of America; Cam- 

- bridge, MA: Harvard University, Center 
for International Affairs, -985. $19. 75. 
Paperbound, $7.75. 


Leonard Thompson’s book +s a history of 
the sociological and political elements of 
nationalism that have evolved in the estab- 
lishment of the nation of South Africa. 
Although these elements include such con- 
cepts as race, religion, locale, culture, lan- 
guage, and myth, he has chosen only one 
concept, mythology, as the cen-ral theme of 
his treatise, The Political Mythology of 
Apartheid. 

In the first chapter, Thompson defines 
political myth and mythology as follows: a 
political myth is “a tale told abot the past to 
legitimize or discredit a regime; and... a 
political mythology [is] a cluster of such 
myths that reinforce one another and jointly 
_ constitute the historical element in the ideol- 
ogy of the regime or its rival.” 

. Thompson believes that histcrians have a 
responsibility to examine and d-scredit false 
and noxious myths, and respond with a 
strong desire for truth to dispel the public’s 
doubts about the skills of their discipline. If 
necessary, the historians should become 
mythmakers. 

Chapter 2, “Afrikaner HMationalist 
Mythology,” covers the Afrikaner nationalist 
movement. Thompson states that the Afri- 
kaners are descended from Dutck, German, 
French, and other Europeans who settled at 
the Cape of Good Hope under the authority 
of the Dutch East India Company in the 
seventeenth century. 

He lists two challenges experienced by the 
_Afrikaners. One came from the 3ritish gov- 
ernment when it defeated the Dutch and 
occupied the Cape Colony in the nineteenth 
century. The second came from the indige- 
nous people who resisted the Afr-kaners and 
British settlers that conquered local popula- 
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tions and deprived the blacks of their land 
and enslaved them. 

In chapter 3, Thompson discusses “unas- 
similable races.” He claims that the political 
mythology that legitimizes the social order 
of South Africa rests on a core assumption 
that races are the fundamental divisions of 
humanity, possessing different cultural and 
physical qualities, and that white people, as 
Christians, have the God-given destiny to 
preserve their distinction from other races. 
At the heart of the Afrikaner nationalist 
mythology is the concept that races are 
unassimilable. 

Chapter 4, “The Strange Career of Slag- 
tersnek,”. examines a specific political 
myth to illustrate both elements in the core 
mythology-—the ethnic element and the racial 
element. 

. The myth of Slagtersnek is a story about a 
historical episode that occurred in 1815 and 
1816 on the eastern frontier of the Cape 
Colony. The story began with a complaint 
filed by a colored worker against his em- 
ployer, a white farmer. The white farmer 
refused to respond to summons and was 
found guilty of contempt. The undersheriff, 
with two white officers and 16 colored 
soldiers, went to his farm. The farmer and his 
son fired shots and fled to a cave on a 
hillside. The undersheriff pleaded with them 
to surrender, but they refused. The order was 
given to enter the cave and arrest them. A 
colored sergeant led the assault on the cave, 
and seeing that the farmer was about to 
shoot him, he shot and killed the farmer. 
After the funeral, the farmer’s brother swore 
vengeance on the whites who caused the 
death by the hand of a colored soldier. He 
began to organize a conspiracy to oust the 
British and the hated colored Cape Regi- 
ment. They moved their forces to an area 
called Slagtersnek (“butcher’s neck”). They 
were finally caught and tried. Some were 
hanged; others were banished or imprisoned 
and fined. 

By the end of the century, the Afrikaner 
nationalist myth of Slagtersnek was becom- 
ing'a permanent part of Afrikaner literature. 
It was anti-British and antiblack. 


? 
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Thompson gives another example of the 
political mythology of apartheid in chapter 
5, “The Covenant.” This classical political 
myth is the story about events that occurred 
in 1838, when 468 emigrant Afrikaners with 
their servants and approximately sixty Afri- 
can allies formed a laager with their wagons 
and repeatedly repulsed attacks by a vast 
Zulu army. “The Day-of the Covenant” 
refers to a pledge made before the battle that 
if God granted them-a victory in the coming 
struggle, they would build a memorial church 
and they and their posterity would always 
celebrate the anniversary of the victory to the 
honor of God. The ethnic element in the 
Covenant was the Voortrekkers’ move from 
the Cape Colony, which was British, to new 
areas free from British control. The Afri- 
kaners were seeking independence from 
imperialism. The racial element was also 


incorporated in the Covenant with the defeat. 
of the Zulus, which freed them from black 


domination and the belief that the white was 
chosen by God. 

In the final chapter, Thompson dice: 
“adaptation and erosion of the Afrikaner 
nationalist mythology.” He says that after 
the victory of the National Party in 1948, the 
Afrikaner nationalist mythology became an 
exclusively conservative mythology that pro- 
vided legitimacy for the regime. This occurred 
at a time in world history when a number of 
rapid changes developed in the global and 
domestic areas. These changes led to funda- 
mental differences between Pretoria and the 
world. l 

Leonard Thompson effectively describes 
the mythological motivation of the South 
Africans—Afrikaners—who developed the 
racist policy of apartheid. He barely men- 
tions, however, the strong response of the 
black population, the indigenous people, to 
the racist mythology. Thompson admits to 
the omission in the following statement: 


Nor has this book described the radical mythology 
that has been developing among the Black popule- 
tion in South Africa. Reacting against the racist 
order and ideology, the subject peoples have been 


creating a liberatory mythology which, ironically, ' 


has much in connection with the anti-imperialist 
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element that was formerly dominant i in Afrikaner 
nationalism, ` 

He argues that in the 1980s, black conscious- 
ness has become a powerful force that is 
being challenged by Marxism-Leninism, and 
the longer the white South African regime 
persists in its racist policies, the greater 
possibility that black South African mythol- 
ogy will ‘become a ae and anti- 
Western. 

Thompson’s historical aaa of the 
elements of nationalism—race, religion, 
locale, culture, language, myths, and so forth 
and how they became the foundation of 
political myths used by leaders to establish a 
state or nation is very good. But he does not 
deal with the substantive cause of the socio- 
political conditions of the peoples involved, 
which had its origin in war: not in the South 
African versus Zulu conflict, but in the wars 
in the fifth and sixth centuries between the 
colored people, who were the Romans, and 
the German tribes. The Roman Empire, 
including Africa, was lost to the Germans 
during that war, and slavery attached to the 
vanquished—colored people. Although the 
Germans—and the British, Dutch, French, 
and others—did not begin to occupy Africa 
until the sixteenth, seventeenth, and eigh- 
téenth centuries, the political condition of 
black people in the world—slavery—had 
already been established as a result of the 
earlier war with the Germans. So Thompson 
fails to mention that black people, like the 
Romans, had formerly ruled the world, and 
that they lost-it to the German racé, but he 
does talk about a condition of the vanquished 
—racism against black, and colored, people in 
the United States, Europe, and South Africa. 
Therefore, Thompson is guilty of starting 
from a false premise that can only lead him 
to a false conclusion. Of course, he did say 
that a “myth was a tale told about the past.” 
Despite my criticisms, I would highly recom- 
mend the book because it will help scholars 
and the general public to understand what 
motivates Afrikaners to continue their - 
intransigent racist policy of apartheid that 
will eventually cause another worldwide war 
between the races. | 
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The book contains exce:lent political 
maps of South Africa, a chronology of 
historical events, and copious motes. 

Robert S. Jaster’s book takes Thompson’s 
examination of apartheid one step further as 
an instrument of policy used by South 
Africa, in its geopolitical cccupation of 
Namibia. 

Jaster examines the Nam bian conflict 
involving South Africa and the South West 
African Peoples Organization (SWAPO), 
and Prime Minister Botha’s strategy to keep 
control of Namibia. 

The first chapter provides a drelude to the 
conflict. In 1884, South West Africa was a 
German protectorate. In 1915 E fell to South 
African forces and was placed by the League 
of Nations under South Africe as a Class C 
Mandate to be governed as an integral part 
of South Africa. The United Nations began 
in 1945, and its charter provided for U.N. 
trusteeships to administer all the mandates. 

Out of all the mandatory -tates, South 
Africa alone refused to transfe- its mandate 
to the U.N. trusteeship, arguing that the 
majority of South West Afrca’s citizens 
favored incorporation into South Africa. 
Jaster says that this “began a political and 
legal battle between South Africa and the 
United Nations which has gone on for more 
than thirty years.” 

' The United Nations General Assembly 
took the issue to the International Court of 
Justice in 1949. In its nonbinding opinion, 
the court found that the mandate survived 
and with it South Africa’s obligation: the 
League’s functions were to be 2xercised by 
the United Nations. 

South: Africa’s National Party govern- 
ment, newly installed in 1948, ignored the 
United Nations and the court’s rulings and 
began systematically to develcp apartheid 
legislation at home and in South West Africa 
(Namibia). South Africa’s polic” in the terri- 
tory was to make Namibia a fifh province. 
Its strategy until 1975 was to direct the local 
ethnic affairs and to weaken the political 
structure of South West Africe as a single 
entity, causing its inhabitants to be less 
concerned with national appeals. The Inter- 
national Court in 1971 handed Ccwn a third 
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opinion on Namibia. It stated that South 
Africa’s application of apartheid to Namibia 
violated its mandate over the territory and 
that South Africa must withdraw its adminis- 
tration from Namibia. South Africa rejected 
the court’s findings. In 1972 the United 
Nations Security Council threatened South 
Africa with sanctiors if it did not comply by 
March 1975 with the council’s demand to 
withdraw. 

Jaster cites the [Marxist national move- 
ment and the civil war in Angola as sources 
of South African concern. Added to this was 
the growing strength of SWAPO. Prime 
Minister Vorster convened a Constitutional 
Conference to draw up a constitution in 
order to head off U.N. sanctions by agreeing 
to Namibia’s independence, with South 
Africa controlling the process. ~ 

The Western Contact Group, comprising 
five Western members of the Security Coun- 
cil—the United States, Canada, Britain, 
France, and West Germany—delivered a 
strong note in 1977 to Prime Minister Vorster 
condemning South Africa’s activities in 
Namibia and demanding free elections, with- 
drawal of Pretoria’s forces, and release of 
detainees. 

The Contact Group, through negotiations 
with Vorster and SWAPO, obtained an 
agreement to allow a U.N. planning group to 
run Namibia during the transition period. It 
was also agreed that both sides should 
withdraw their armed forces to certain 
locations. 

South Africa accepted the Contact 
Group’s settlement terms, but with condi- 
tions. Its security forces must be allowed to 
remain in Namibia following independence 
if invited by the new government, and South 
Africa must be responsible for maintaining 
order during the transition. 

Chapter 2 covers the SWAPO insurgency. 
SWAPO had its origin in the labor move- 
ment of the late 195Ds. It was founded in 
Capetown as the Ovambo Peoples Organiza- 
tion, a political and military national orga- 
nization, with the ending of the contract 
labor system in South West Africa as its 
initial policy. SWAPO won recognition by 
the United Nations General Assembly in 
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1973 as the sole representative of the Nami- 
bian people. 

The insurgency attacks by SWAPO from 
Angola have brought counterattacks by 
South Africa’s forces that penetrated deep 
into Angola territory. Jaster does not believe 
that SWAPO has posed a real threat to 
South Africa’s authority in Namibia, but 
South Africa views the threat seriously. 

South Africa’s policy on Namibia is 
founded on two major concerns: its security 
and its internal political situation. 

Jaster cites the domino theory and the 
alleged communities blueprint that seems to 
plague the South African leadership. The 
leadership is convinced that Namibia is the 
next objective, after Zimbabwe, of the con- 
tinuing march of international communism 
through Africa. The South Africans view 
SWAPO as the Soviet wedge to carry out 
this perceived threat to security. A future 
Namibia dominated by SWAPO would pose 
an unacceptable security risk to South 
Africa. 

Prime Minister Vorster had agreed to free 
elections in Namibia, but nothing occurred. 
When Botha replaced him, Botha continued 
policies of security and political control over 
the country. When the Western Contact 
Group warned Botha in the late 1970s that it 
could no longer forestall U.N. sanctions, the 
threat of sanctions was taken seriously. 
Jaster says, “In spite of South Africa’s 
preparedness for economic sanctions, it 
would nevertheless be hurt by them, a fact 
acknowledged by its leaders.” 

What are the cost and benefits of Namibia 
to South Africa? Is administration of the 
territory worth the trouble of possible sanc- 
tions against the republic? The total invest- 
ment of South Africa in Namibia is more 
than $3.5 billion, an unofficial estimate. 
Namibia produces lead, zinc, and uranium. 
The current cost to South Africa for staying 
in Namibia is between $1.0 billion and $1.4 
billion a year, nearly 10 percent of its current 
budget. The cost of the war against SWAPO 
has grown rapidly, and the casualties to the 
South African Defense Forces have also 
increased. In other words, the Botha govern- 
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ment is facing a number of pressures over its 
efforts to control Namibia. - 

How did Botha deal with these pressures? 
In Chapter 4, Jaster discusses Botha’s strat- 
egy. Prime Minister Botha continued the 
same hard-line policy on Namibia, but he 
developed a more aggressive war strategy. 
He gave no concessions to the United Nations 
and ‘the West on Namibia, exhibiting an 
unyielding diplomatic strategy. Botha’s war 
strategy was to destroy SWAPO as a military 
force; stay tough and not give in because of 
weakness; and bring heavy military pressure 
to bear on the Angola government. The war 
strategy paid off; South Africa is occupying 
a large part of southern Angola. = ~ 

Jaster ends his book by presenting the 
political policies of Botha as the Namibia 
game and its implication. Jaster claims that 
Botha has been playing on two chess boards, 
the Namibian, where his domestic politics 
are the major determinant reinforcing a hard 
line with the military; and the South African, 
where Botha is committed to a program of 
domestic race reform. This program is of . 


‘high risk to Botha’s administration. It has 


split his Nationalist Party because many 
Afrikaners oppose his:reforms. The colored 
and Asian communities oppose his reforms, — 
and the black African majority that had been 

excluded from the constitution has organized 

to oppose the reforms. If Botha can seek a 

just settlement of the Namibian problem, he 

will be in a better position to bring about the’ 
needed reforms in South Africa. 

Robert Jaster’s political chronology of 
events that describes the relations between - 
South Africa and South West Africa (Nami- 
bia) is an excellent way of presenting the 
history of the conflict. 

This book is very timely because many © 
nations are seriously considering sanctions 
against South Africa to force it to bring 


‘about reforms. It is also a complement to 


Leonard Thompson's book because it is an 
example of South Africa’s imposition of 
apartheid upon the blacks i in Namibia and 
South Africa. 
‘ EDWARD L. JONES 
University of Washington 

Seattle i 
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LOVENDUSKI, JONI. Women and European 
Politics: ‘Contemporary Feminism and 
Public Policy. Pp. xvi, 320. Amherst: 
University of Massachusetts Press, 1986. 
$27.50. Paperbound, $10.95. 


Joni Lovenduski’s Women ard European 
Politics: Contemporary Feminism and Pub- 
lic Policy is a gold mine of information and 
astute political analysis. She analyzes all of 
Europe-—including the Soviet Union, East- 
ern Europe, Scandinavia, and Greece—over 
the last three centuries on a wide range of 
public policies, including education, employ- 
ment, legal rights, reproductive freedom, 
and political representation. In addition, she 
addresses the role of international organiza- 
tions in these policy areas. She includes class, 
religious, ethnic, economic, and regional 
variables to explain-women’s status in each 
country. She concludes, “Many show fairly 
conclusively that men do respond to women’s 
interests. What they don’t apparently do is 
share power.” k 

Lovenduski’s sensitivity to the real lives 
of women informs her assessment of the 
impact of simple legalistic reforms. She 
weaves into her analysis the dual burden on 
working women-—full-time employment and 
full-time housework—the stereotyping of 
jobs, and the appointment of political women 
to soft ministries such as family, welfare, and 
culture. She is aware of the peris of purely 
gender-neutral reforms: “The differing social 
positions of men and women have become 
self-perpetuating as legislation has been 
enacted and implemented without taking 
such differences into account.” She persua- 
sively argues that the lack of interest by 
policymakers in women’s role in the family 
relative to men’s obstructs real reforms. 

With the eye of an eclectic social scientist, 
Lovenduski does not compartmentalize top- 
ics but rather displays how all aspects of a 
society buffet women’s status. She shows 
how unemployment, labor shortages, reces- 
sion, and population pressures affect 
women’s economic fortunes as do public 
laws. 


The study displays the interconnections 
between and consequences of policies. Dis- 
criminatory union practices, for example, 
resulting in low female participation in union 
politics lead to low female participation in 
political parties closely aligned with unions. 
Furthermore, “the process of concertration 
has compounded the underrepresentation of 
women-in European political elites.” Numer- 
ous times Lovenduski alerts us to similar 
instances of the interrelated privileges of 
power and injuries of powerlessness. 

Given the difficulty of her topic and the 
lack of information on many aspects of 
women’s lives, it is particularly admirable 
how well this book is researched. Lovenduski 
includes a broad scope of sources and a 
creative blending of social indicators to 
measure the status of women in European 
politics. She posits, for example, that the low 
birth rates in Eastern Europe and the Soviet 
Union are responses of overburdened, 
harassed women and a sign of discontent. 

Although Lovenduski accurately points 
out that a disproportionate amount of schol- 
arly work on women and politics is concerned 
with the American experience, some research 
on American women has raised an issue 
Lovenduski should address, that of potential 
class and race bias in suffrage campaigns. 
Lovenduski does not mention this issue in — 
her overview of European suffrage move- 
ments. At the risk of giving American 
research too much weight, she needs to 
explore whether European suffrage cam- 
paigns had similar race and class elements to 
them. 

In a work of this scope, details of particu- 
lar cases are necessarily truncated. Such 
scholarship, however, provides an important 
framework from which in-depth case studies 
could be launched. Lovenduski’s compara- 
tive study is of the utmost importance, 
showing how subtle and forceful webs of 
power work to exclude women. 

LAURA R. WOLIVER 

University of South Carolina 

Columbia 
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RICH, PAUL B. Race and Empire in British 
Politics. Pp. xiii, 272. New York: Cam- 
bridge University Press, 1986. $44.50. 


‘ Paul Rich has put together a fascinating 
study of British racial thought as it relates to 
the British Empire of the 1890s to the 1960s. 
Looking at the nature and meaning of the 
imperial tradition, Race and Empire provides 
the interested reader with the shifting mean- 
` ings of race and racism, and their intrinsic 
importance for sustaining the notion of 
empire. The imperial mission, in and of 
itself, required the notion of “trusteeship” 
and the ruling of “other races.” In fact, it 
should be noted that this was often fueled 
and energized by a sense of Anglo-Saxon 
superiority over other “races” including both 
nonwhites—West Africans or Indians—and 
whites, such as the Irish or the Boers. 

But Rich also notes that there was 
another, more liberal strand that couched 
the empire in softer terms with both a 
Commonwealth ideal and an ongoing cri- 
tique of empire after the turn of the century. 
Nevertheless, “thinking on race in Britain in 
the twentieth century changed only very 
slowly and hesitantly.” And, as Rich ironi- 
cally notes, not only did the final withdrawal 
from empire take longer than most antici- 
pated in the 1960s; it left an important and 
ambiguous legacy, not only in the form of 
many immigrants from the former colonies 
and present Commonwealth but also pre- 
cisely in the continuing dichotomies in the 
. British attitudes toward race, community, 
and cultural relativism. 

CHRISTIAN POTHOLM 

Bowdoin College 

Brunswick 

Maine 


SWARTZ, MARVIN. The Politics of British 
Foreign Policy in the Era of Disraeli and 
Gladstone. Pp. xiii, 221. New York: St. 
Martin’s Press, 1985. $27.50. 


The decline of Britain’s world power and 
influence in the last hundred years, especially 
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since World War I, is so precipitous that it is 
pertinent, though tinged with schadenfreude, 
to understand what happened. Marvin 
Swartz’s assessment of high politics and 
British foreign policy between 1865 and 1885 
unintentionally provides some useful insights 
into political misjudgments made about a 
century ago, which contributed to this 
decline. I say “unintentionally” because 
Swartz’s purpose was to examine the inter- 
relationship between foreign policy and the 
new domestic politics in the aftermath of the 
reform acts of 1867. He does this quite 
effectively. 

He offers in order: tour d'horizon of 
British commitments in Europe and in its 
ramshackle empire in the middle 1870s; an 
analysis of the impact of Ottoman weakness— 
the so-called Eastern Question—in the mid- 
1870s on high party politics; a description of 
the stress on the political elite engendered by 
their having to court public opinion and 
middle-class votes; and Disraeli’s and the 
Tories’ muddled efforts during the Eastern 
Crisis of 1878 to manipulate public support 
for partisan political purposes. Swartz shows 
how Gladstone’s Midlothian campaign elic- 
ited a popular response on foreign and 
imperial affairs, which electrified and ap- 
palled most of the political elite. 

Swartz’s discussion of the 1882 Egyptian 
intervention is more ammunition for those 
such as Paul Johnson, who argue that after 
the electoral reform of 1867, a crucial failure 
of vision occurred among the British elite. So 
resilient earlier, the landed aristocracy now 
largely refused to help themselves economi- 
cally. They were debilitated by a pervasive 
obsession with class and an outmoded set of 
priorities in foreign and imperial policy, 
which had been overtaken by the rapid 
economic and political changes of the 1860s 
and 1870s. Swartz provides ample evidence 
of the political aristocracies’ muddle, such as 
the pathetic snob Lord Derby. When he 
rejoined the cabinet in 1882, Derby gloated, 
“It would be difficult to find a Cabinet with 
less admixture of anything that in France 
would be called democracy in its social’ 
composition.” Even a refreshing realist such 
as Lord Salisbury seemed unable to rethink 
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the fundamental dogmas of British policy 
and politics, such as free trade. Swartz 
confirms that Joseph Chamberlain, the rising 
new man in high politics, already had his 
vision clouded by imperial dreams and by his 
impatience for high office. The Tories—and, 
the Whigs, such as Rosebery—refused to 
face the hard, costly realities of that era. 
Instead, they followed Disraeli’s lead and 
played the cards of patriotism and the 
empire. In the short run these measures 
worked. In the long run they were tragic for 
Britain and its people. That Britain’s econ- 
omy is now less productive than Portugal’s 
and its world influence so deeply eraded 1s 
partially due to elite political decisions made 
in this first era of popular politics. 

The information Swartz found in his 
wide-ranging research will be of use to 
students of British diplomacy, foreign policy, 
and high politics. The attempts by the govern- 
ment and the opposition to newsmanage and 
manipulate the newly enfranchised voters 
are instructive. I wish Swartz had chosen to 
speculate on the long-range impact of the 
political decisions in this period. Otherwise 
his conclusions simply confirm conventional 
wisdom about high politics and foreign 
policy during Disraeli and Gladstone’s 
rivalry. 

PETER MELLINI 

San Francisco State University 

California 


Sonoma State University 
Rohnert Park 
California 


WOODHOUSE, C. M. The Rise and Fall of 
the Greek Colonels. Pp. xii, 192. New 
York: Franklin Watts, 1985. $16.95. 


The most attractive feature, and it cannot 
have been fortuitous, of this short, well- 
written book is its timeliness. It is now nearly 
twenty years after the colonels’ coup and 
over a decade since the restoration of democ- 
racy in Greece. It has been long enough to 
give us some perspective and added objec- 
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tivity, but not so long that our memory and 
interest in those events are dulled. 

Unfortunately, C. M. Woodhouse, who 
headed the British Mission to the Greek 
resistance forces in Nazi-occupied Greece 
and has been a close observer of Greek 
politics ever since, tells us little that is new or. 
interesting and he fails utterly to answer any 
of the nagging questions concerning that 
painful chapter in recent Greek history. 

It is probable that, as Woodhouse states, 
many of the answers carnot and will not be 
known until secret files in Athens, as well as 
in Washington and London, are opened. 
Undoubtedly, this is true with regard to such 
questions as the extent of official U.S. and 
Central Intelligence Agency involvement in 
the coup of 21 April 19€7; and their role in 
the junta-sponsored attempted overthrow of 
Makarios in 1973 and in tae Turkish invasion 
and subsequent partition of Cyprus. But it 
cannot be equally true about many other 
important questions that beg for some expla- 
nation. What, for instance, were the real 
causes of the friction between the Palace and 
Karamanlis that led to the latter’s resignation 
and departure from Greece in 1963? Wood- 
house’s dismissal of this critical question 
with the oft-repeated and simplistic explana- 
tion that it stemmed frcm a disagreement 
over an impending royal visit to London, 
especially given Woodhouse’s access to Kara- 
manlis’s as well as Kanellepoulos’s papers, is 
almost insulting. 

Woodhouse is equally unenlightening 
concerning King Constantine’s relations with 
George Papandreou and his reasons for 
precipitating and extending the political 
crisis that followed the damise of this elder 
Greek politician. Furthermore, did the colo- 
nels’ coup anticipate and forestall a palace- 
sanctioned generals’ coup that had been 
widely rumored at the time? If not, it is 
difficult to comprehend Low a small group 
of middle-rank officers. albeit critically 
placed, lacking, as Woodnouse would have 
us believe, the support of the palace, of all 
political parties, of senior officers in the 
armed forces as well as she overwhelming 
majority of the Greek people, could have 
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succeeded—unless of course it had the com- 
plete support of the U.S. government. Wood- 
house assures us it did not. 


Twenty years after the fact, it is not © 


enough to repeat, as Woodhouse does, con- 
temporary newspaper reports. These ascribed 
the coup to fears of a rumored Communist 
coup—Woodhouse himself dismisses this 
possibility—that might have followed a 
Papandreou victory at the polls in May 1967. 
Rather, it is necessary to take an in-depth 
look at the domestic and external political 
problems facing postwar Greece, as well as 
the strains of a changing economy within the 
constraints of a traditional social structure. 
This Woodhouse has neither the inclination 
nor the expertise to do and we must, there- 
fore, look for such answers elsewhere. 
ALEXANDER MITRAKOS 
City University of New York 


UNITED STATES 


BEAVER, PATRICIA DUANE. Rural Com- 
munity in the Appalachian South. 
Pp. 182. Lexington: University Erbas of 
Kentucky, 1986. $18.00. 


MONTELL, WILLIAM LYNWOOD. Killings: 
Folk Justice in the Upper South. 
Pp. xxvi, 184. Lexington: University Press 
of Kentucky, 1986. $19.00. 


These two studies of the rural Upper 
South both offer more circumscribed foci 
than their titles indicate. Each deals with 
small, isolated, mountain communities that 
experienced strain as they were being inte- 
grated into larger regional economic pat- 


terns. The studies present very different 


angles of vision, but each has valuable 
insights to offer. 

Patricia Duane Beaver’s Rural Commu- 
nity in the Appalachian South examines 
three communities in western North Caro- 
lina, the largest of which has 350 residents. 
Beaver, a professor of anthropology at Appa- 
lachian State University, explores how these 
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communities, predominantly composed of 
subsistence farmers with a strong sense of 
personal independence, havė been altered in 
recent years by cultural and economic 
inroads. The general economic pressure on 
family farming was intensified in these com- 
munities by escalating land values induced 
by back-to-the-landers and vacation-home 
developers. As more residents were pushed 
or pulled into the wage economy, the strains 
on the traditional culture grew sharper. 
Beaver sensitively depicts this process, paying 
particular attention to its impact on families 
and sex roles. Her analysis of the assimilation 
of newcomers, “foreigners,” into the com- 
munity is one of the richer chapters in the 
study. 

William Lynwood Montell’s Killings: 
Folk Justice in the Upper South examines an 
area geographically and culturally similar to ` 
Beaver’s, but his study is more narrowly 
gauged. Montell’s research interest is “lethal 
interpersonal violence” in a sparsely popu- 
lated four-county area straddling the Ken- 
tucky-Tenneasee border. Montell draws upon 
court and police records as well as relying 
heavily on oral sources to create a historical 
account of killings in these mountain commu- — 
nities. It was a violent environment, with 50 
documented homicides from the mid-1880s 
until 1940 in a population that never 
exceeded 1330 during that period. In the 
peak era for homicides, the 1920s, the rural 
homicide rate in the southern states was 
11.44 per 100,000 persons while the rate in 


this Kentucky-Tennessee border area was 


114.00 per 100,000. Montell ascribes much 
of this tenfold difference in homicide rates to 
the accuracy of the data he developed and 
the underreporting of homicides from other 
regions. 

Montell traces various influences that 
helped evoke this code of violence. In the 
first half-century of settlement, up until the 
Civil War, there was but a single homicide. 
The Civil War provoked divided local loyal- 
ties and unleashed fierce guerrilla warfare 
with antagonisms that carried well into the 
postwar era. Moonshining served as a major ` 
provocation to violence and “figured in 94 | 
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percent of the killings, either through produc- 
tion or consumption.” The pressures on 
subsistence farming and movement into a 
wage economy, examined as sources of ten- 
sion in Beaver’s study, are here explored as 
influencing increased violence. Finally, in an 
area With minimal law enforcement for most 
of its history, there was a cultural acqui- 
escence in violent self-administration of jus- 
tice. The residents, according to Montell, 
“tolerated violence within well-established 
limits as a method of maintaining social 
order.” 

- Beaver and Montell have presented partic- 
ularized studies of small segments of the 
South, both numerically and geographically. 
Such microcosmic analyses, when done as 
well as these two studies, not only have an 
obvious intrinsic value, but furnish, as well, 
the insight and data to allow broader general- 
izations about regional history and culture. 

JOHN O’SULLIVAN 
Florida Atlantic University 
Boca Raton 


BERINGER, RICHARD E. et a. Why the 
South Lost the Civil War. Pp. xi, 582. 
Athens: University of Georgia Press, 
1986. $29.95. 


Why the South Lost the Civil War is a 
provocative book on an important subject. 
The product of a four-author collaboration, 
it deftly summarizes recent literature on the 
Civil War and offers an unusually well- 
considered explanation of its ouzcome. The 
South lost the Civil War, the authors con- 
clude, not because of economic inferiority, 
political infighting, or military ineptitude, 
but because of the weakness ot Southern 
nationalism. 

With the Vietnam war “fresh in mind,” 
the authors remind us that “victory does not 
inevitably go to the strong.” They add that 
the South’s economic inferiority is easily 
exaggerated. Though the Confederate gov- 
ernment lacked the Union’s “superior avail- 
ability of men and material,” it outdid its 
northern counterpart in “organizing for total 
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war.” “The fact is, no Confederate army lost 
a major engagement because of the lack of 
arms, munitions, or other essential supplies. 
The Confederacy, at least in terms of war 
material, transformed itself from an agrarian 
into an industrial economy.” 

Political factors are similarly discounted. 
Inverting a long-standing historiographical 
convention, Southern allegiance to the prin- 
ciple of states rights is found to have helped 
rather than hindered the Confederate cause. 
Little heeded in practice, states rights pro- 
vided a “needed release of tension and a 
rallying point for a political opposition 
deprived of the legitimacy of party opposi- 
tion.” And it reminded Southerners of what 
they were fighting for. Governors Zebulon 
Vance of North Carolina and Joseph E. 
Brown of Georgia, traditionally reviled as 
recalcitrant obstructionists, emerged instead 
as imaginative politicians attuned to the 
needs of civilian morale. 

Having dismissed economic and political 
factors, the authors proceed to refight the 
Civil War, battle by battle, taking as their 
authorities the nineteenth-century military 
theorists Antoine Henri Jomini and Karl 
von Clausewitz. The result is a stalemate. 
The enormous size of the Confederacy com- 
bined with the virtual indestructibility of its 
armies made the South unconquerable. Had 
Clausewitz lived to 1861, he “would not have 
believed any decisive campaign were possible 
for the Union.” 

Yet in 1865 the South chose to lay down 


_ its arms. It could have fought on, taking to 


the hills if necessary to wage guerrilla war. 
But it did not. For this the Confederate 
government was partly to blame. It had 
created a nation “in a technical, organiza- 
tional sense” but had failed to instill in its 
people “a mystical sense of distinct nation- 
ality.” Hobbled by “lack of imagination,” 
Confederate leaders either “did not under- 
stand the power of propaganda, or did not 
use the knowledge as they should have if they 
did comprehend it.” 

But even a “good public information 
program” could not have altered the eventual 
outcome. Because Southern history was 
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American history, Southerners lacked the 
“historic diversity” upon which a “mystical 
sense” could be based: Early in the war, 
Christian fundamentalism helped fill the 
gap. But it soon proved inadequate. Reli- 
gious scruples intensified guilt over the insti- 
tution of slavery and, as military losses 
mounted; Southerners came increasingly to 
believe their defeat divinely ordained. Yet if 
the South lost the war, it won the peace. 
Reconstruction demonstrated the North’s 
willingness to leave it alone, and Southerners 
` conveniently forgot their original war goals 
of slavery and independence, substituting 
instead the Lost Cause triptych of honor, 
white supremacy, and states rights. 

Why the South Lost the Civil War is an 
impressive achievement. Methodologically 
sophisticated, it draws on the theory of 
cognitive dissonance to explain changing 
Southern war goals and takes a comparative 
approach to Southern nationalism, with 
examples ranging from the Paraguayan war 
with the Triple Alliance from 1865 to 1871 to 
the Afghan war with the Soviet Union in the 
1980s. It may well remain the definitive work 
on the subject for our generation and deserves 
the wide audience it will doubtless recerve. 

RICHARD R. JOHN, Jr. 

Harvard University 

Cambridge 

Massachusetts 


BOLLINGER, LEE C. The Tolerant Society: 
Freedom of Speech and Extremist Speech 
in America. Pp. viii, 295. New York: 
Oxford University Press, 1986. $19.95. 


CURTIS, MICHAEL KENT. No State Shall 
Abridge: The Fourteenth Amendment 
and the Bill of Rights. Pp. xii, 275. 
Durham, NC: Duke University Press, 
1986. No price. 


Individual liberty, most notably freedom 
of speech, is at base a political phenomenon. 
Except during the Berkeley unrest and anti- 
war movement of the 1960s, Americans tend 
to take free speech—free from abridgment 
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by either the federal or state governments— 
for granted, or deem it a moral or legal 
problem akin to pornography. As China’s 
student agitation and Gorbachev’s glasnost 
demonstrate, however, the relationship be- 
tween polity and individual, the ordering of 
ordered liberty, goes to the heart of the issue. 
Bollinger and Curtis understand this. 
Focused upon extremist speech and 
posited in the context of the Skokie march 
by American Nazis, Bollinger’s analysis leads 
through the classical and fortress models of 


‘free speech to a model of general tolerance. 


He explores the vectors in Paul Freund’s 
observation that order and disorder are both 
virtues when held in a proper tension. The 
approach is essentially philosophical and 
manages, as good philosophical discourse 
invariably does, to provide insight without 
belaboring the obvious. 

Effective policy analysis considers unin- 
tended as well as intended consequences of 
official sentiment and action. General toler- 
ance is thus not without limits, says Bollinger, 
any more than the embracing of pluralism 
would be were it to threaten corrosion of the 
social cement, to counter the policy behind 
that embrace. It is worth noting, for example, 
whether hyperextension of free speech could 
effect more intolerance in nonspeech areas of 
the social milieu. One might query whether 
the ultimate influence of Archie Bunker’s 
speech led toward or away from bigotry in 
heart and action. Bollinger’s thoughtful treat- 
ment of such key ancillary issues forms the 
penumbra that gives shape to his notion of 
general tolerance, wherein society as tolerant 
ascetic becomes stronger through control of 
its penchant for suppression and repression. 

Not coincidentally paralleling the socio- 
logical jurisprudence paradigm of law, the 
larger context of Bollinger’s work is context 
itself. Free speech today need not, indeed 
cannot, mean the same as free speech did in 
the society that not quite 200 years ago 
incorporated the idea into the very first 
amendment to its historic charter. Whatever 
the original intentions of the framers and 
ratifiers of that amendment, moreover, the 
law today—as the society it purports to 
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serve—is much different from that in 1791. 
One important difference lies in zhe applica- 
bility vel non of the First Amendment to the 
several states. It is here that the Curtis book 
is itself applicable. 

At this point no one can be certain that 
No State Shall Abridge is timeless, but by the 
same token, no one can gainsay its timeliness: 
the book appears in the midst of raging lego- 
political debate over the issue of whether the 
original intent of the Constituticn’s framers 
should at once guide and circumscribe con- 
temporary judicial interpretation of constitu- 
tional provisions. - 

History has a bearing here, of rourse, and 
Curtis rightly focuses upon the historical 
facts surrounding and perhaps illuminating 
intent—not the intent of the framers of the 
Constitution itself, but rather the intent of 
the framers of the Fourteenth Amendment. 
Specifically, Curtis argues, the intent giving 
life to the privileges or immunities clause was 
an outgrowth of abolitionism designed to 
resurrect the spirit of the Declaration of 
Independence, moribund within states due 
to judicial refusal to extend to the states that 
spirit as embodied in the Bill of Rights, and 
to make those rights enforceable against the 
states as a matter of federal constitutional 
law. Ignoring the intent of the framers of that 
clause, listed first before either the due 
process or equal protection clauses, the 
courts assured that the framer’s intent would 
be stillborn. 

Paradigmatically a legal realist, Curtis 

‘recognizes both the sustained vitality of the 
judicial precedent and the real possibility of 


a change in judicial approach. This latter 


recognition emerges a fortiori within the 
framework of possible ascension of an origi- 
nal intent model for constitutional construc- 
tion. Such a conclusion flows naturally from 
the clear intent of the Founding Fathers to 
permit even fundamental changes via the 
amendment process and from tke intent of 
the framers of the Fourteenth Amendment 
‘as determined by Curtis. Still, Curtis does 
not address as fully one of the key obstacles 
to such a change in judicial approach, 
namely, the possible contemporary impact 


é 


of those other protective compacts inter- - 
posed between the Constitution and the 
people, state constitutions. 

The irony of it all is that if Curtis’s thesis 
is correct in regard to the intended thrust of 
the Fourteenth Amendment’s privileges or 
immunities clause, then those who might 
successfully argue against applicability to 
states of the Bill of Rights through its 
selective incorporation into the amendment’s 
due process clause could win the battle and 
lose the war: the Bill of Rights would still be 
applied to the states, but through operation 
of a different clause, as originally intended. 
Proponents of original intent jurisprudence, 
unless they propose cavalier dismissal of 
Original intent in regard to all amendments, 
might ponder this. 

The Bollinger and Curtis books evince 
scholarship of high order and contribute in 
some measure to the literature. One need not 
be a Nazi or an American Civil Liberties 
Union member to appreciate the political as 
well as the legal ramifications of these explo- 
rations into ordered liberty. 

DENNIS DAILEY MURPHY 

Armstrong State College 

Savannah ) 

Georgia 


BRAUER, CARL M. Presidential Transitions: 
Eisenhower through Reagan. Pp. xvii, 
310. New York: Oxford University Press, 
1986. $22.95. 


FLITNER, DAVID, Jr. The Politics of Presi- 
dential Commissions: A Public Policy 
Perspective. Pp. xvii, 227. Ardsley-on- 
Hudson, NY: Transnational, 1986. 
$35.00. 


As the American political system moves 
toward the 1988 presidential elections, these 
two volumes offer interesting perspectives 
on the executive institution. Both works 
suggest dimensions of the presidency and its 


. performance that, while not normally in the 


limelight of presidential politics, Americans 
would do well to ponder as they approach 
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another year of decision. 

The Brauer book is far the more inter- 
esting, and pertinent, of the two. Presidential 
Transitions: Eisenhower through Reagan 
details the process by which “newly elected 
Presidents travel from successful candidacy 
to established incumbency.” Brauer’s narra- 
tive makes for engrossing reading; he has 
culled a wide variety of sources for the five 
transitions in question, providing an inter- 
esting comparative analysis of the intricacies 
.of putting new White House staffs and 
cabinets together. 

Beyond the substantial scholarly contri- 
bution that Brauer makes for our under- 
standing of these specific transitions, the 
book offers two messages for two different 
constituencies: future presidents-elect and 
the American electorate. In much the same 
vein that Richard Neustadt’s Presidential 
Power was seen as obligatory reading for 
aspirants to the Oval Office more than a 
generation ago, Brauer’s study should be 
slipped into the book bags of the current 
crop of presidential contenders. For the 
most part, incoming presidents and their 
staffs since Eisenhower have spent most of 
their time during the interregnums reinvent- 
ing the wheel of White House and cabinet 
administration. As Brauer details in his 
concluding chapter, little is learned from the 
outgoing administrations. New presidents 
have their own ideas on how to organize to 
accomplish, and, heady with victory, they 
are not especially interested in how the losers 
view the tasks. Still, Brauer’s study does note 
how, in those few instances where there was 
relatively close collaboration between incom- 
ing and outgoing appointive officials—never 
the case between presidents-elect and their 
predecessors—the transition worked to the 
advantage of the incoming administration. 

The next president-elect would benefit 
from reading this volume; the new chief 
executive could gain important insight into 
what not to do given the gaffes of his 
predecessors, thus avoiding the repeat of 
history that seems to go with presidential 
transitions. Some preelectoral planning and 
a careful eye to the requisites of the Washing- 
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ton political and social scene in the transition 
process would serve the next administration 
well in its efforts to facilitate the shift into the 
post-Reagan era, assuring a more effective 
meshing of the cogs of executive, bureau- 
cratic, and legislative structure and process 
than is normally the case. Brauer’s analysis 
of the slickness and thoroughness with which 
the Reagan staff put together the Reagan team . 
and planned and accomplished its own transi- 
tion is convincing. 

Ironically, it is on this level that the 
book’s message to the American electorate is 
an important one: Reagan is an example of 
why, rather than trying to gauge the nature 
and direction of an incoming administration 
by the rhetoric of the past campaign, a far 
better yardstick to the future is in the way the 
president-elect and his inner sanctum ‘pre- 
pare, in the few weeks between election and 
inauguration, for the assumption of power. 
Manner of decision making, style of gover- 
nance, and organizational preferences all 
surface in the hectic interregnum, and the 
way in which appointments are made, and 
lines of authority in the new administration 
are established, will determine the future 
course of the executive branch and its rela- 
tionship with the rest of the government to a 
far greater extent than the personality of the 
new president, the background of his staff, 
or the mood in Washington. Brauer is at his 
best in explaining how Eisenhower, Ken-. 
nedy, Nixon, and Carter performed in Wash- 
ington not because of who they were but 
rather because of how, and with whom, they 
organized—or did not organize. Invariably, 
these were decisions reached in the heady 
weeks following electoral victory. 

In the twilight of Reagan’s presidency, ` 
Brauer’s study assumes particular salience. 
Reagan and his staff were probably better 
prepared than any preceding administration 
to take on the transitional tasks: they did so 
in 1980 with a purposefulness, thoroughness, 
and effectiveness that help to‘explain a great 
deal of Reagan’s subsequent success in Wash- 
ington. Yet, in the process, an underlying 
flaw in the Reagan prescription for effective 
governance is revealed, one that led directly 
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to the Iran-contra fiasco and that has dam- 
aged Reagan’s image and ability to lead. The 
problem was most apparent in foreign policy, 
and while it surfaced early in the administra- 
tion in the controversies surrounding Alex- 
ander Haig, Brauer’s analysis helps to explain 
the administrative and political chaos that 
beset the Reagan presidency in late 1986: 


The major source of the problem was Reagan’s 
own lack of interest, knowledge, self-confidence, 
and experience in foreign policy. Reagan at the 
start did not seem comfortable with the subject. 
Rather than try to compensate for his weakness by 
hiring, learning from and working closely with 
top-caliber professionals, Reagan was content to 
surround himself with lesser lights and to tolerate 
bureaucratic warfare and confusion. 


Et tu, Colonel North? 

David Flitner’s Politics of Presidential 
Commissions explores a topic that is only 
lightly treated in the scholarly literature. 
After a brief description ‘of the historical 
background to presidential commissions, 
Flitner focuses on the 1963-70 period in 
assessing the role of the institution in Ameri- 
can politics. Not surprisingly, he concludes 
that the effect of presidential commissions is 
largely determined by what presidents and— 
to a lesser extent—Congresses wish from 
them. Occasionally, commissions can be 
interpreted as leading, but in the least’ they 
always inform and advise. This is perhaps so, 
but Flitner’s work is devoid of any theoretical 
orientation or empirical referent to allow the 
reader to judge the extent of various presiden- 
tial commissions in either leading or advising 
and informing. One needs only to study the 
geneses, activities, and recommendations of 
the Kerner and Meese Commissions—on 
pornography—to wonder about the extent 
to which commissions make much difference 
at all in the public policy arena. 

KENT MORRISON 

University of Utah 

Salt Lake City 


BRECKINRIDGE, SCOTT D. The CIA and 
the U.S. Intelligence System. Pp. xviii, 


364. Boulder, CO: Westview Press, 1986. 
$30.00. 


. Breckinridge bases national security on 
the allocation—not the amount—-of control 
over security or intelligence operations. First, 
national security requires allocating more 
contro] over the manner than the matter of 
intelligence operations, and even letting the 
latter embrace “covert actions” from propa- 
ganda to assassination—if waged in a con- 
trolled manner. Second, national security 
requires allocating more weight to intra- 
system than extrasystem control—or to 
standard operating procedures rather than 
statutory edicts—wh:ch means shunning ex- 
tensive legislative and executive oversight. 
These allocations purportedly grant just 
enough control to make intelligence opera- 
tions accountable yet enough freedom to 
make them count. 

Among its virtues, this thesis encourages 
consensus, hence compliance. For it satisfies 
liberals and conservatives alike by allocating 
tighter—procedural/internal—yet looser— 
substantive/external—controls. It satisfies 
policy formulators and implementors alike 
by allocating looser substantive and looser 
external controls, respectively. It satisfies 
legalists by allocating more procedural than 
substantive control, in accord with statutory 
laws like the National Security Act and 
constitutional doctrine like due process. And 
it satisfies the public whose culture prizes a 
politics of allocation over arrogation of 
values like political control. Breckinridge’s 
design thus substitutes consensus for con- 
flicts that provoke the intelligence leaks and 
CIA-bashing that erode our security. 

A related virtue of Breckinridge’s 
approach—indeed, the reason it promotes 
liberal/conservative consensus—is its bal- 
anced promotion of security cum liberty. 
For allocating procedural but not substantive 
control over security agencies—for example, 
over the form but not the fact of surveil- 
lance-—balances preservation of civil liberty 
with protection of national security. Con- 
versely, just increasing or decreasing the 
amount of control overali—for example, 
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over not only the form but the very fact of 
surveillance—-respectively promotes liberty 
or security in full but not both. By extension, 
such balanced allocation of controls should 
assist any public agency to pursue competing 
goals judiciously and hence mollify com- 
peting constituencies. 

Among its problems, Breckinridge’s for- 
mula reconciles liberty with security but it 
trades off long-term for short-term security 
in the bargain. For long-term security 
requires a balance of not only power but 
intelligence-—itself a form of power—by all 
sides. And balanced intelligence requires 
balanced intelligence-gathering capabilities, 
not just optimal capabilities à la Breckinridge 
by our side alone. Indeed, optimizing only 
our side’s capabilities invites intelligence 
gaps comparable in their security threat to 
earlier power gaps in bombers and missiles. 
Hence, not optimizing but balancing or even 
sharing intelligence capabilities—which 
includes sharing Star Wars know-how with 
Moscow—is what furthers long-term 
security. 

` A more immediate problem is that Breck- 
inridge’s political controls cannot ipso facto 
enforce quality control of intelligence pro- 
cesses. For political controls decay from 
flawed perspectives among the controllers 
themselves. Presently, such perspectives 
overemphasize bipolar cleavages—well over 
“half of intelligence moneys and one-third of 
agenda priorities target the USSR alone. 
And such perspectives overstress coercive 
capabilities—Defense consumes 90 percent 
of intelligence spending, and signals intelli- 
gence was recently its largest single item. 
Further, such perspectives overestimate 
purely political strategies——“special activi- 
ties” overspecialize in election tilting, propa- 
ganda, coups, and assassinations. Alas, these 
hyperbolic perspectives can only hinder qual- 
ity intelligence, thus inviting so-called sur- 
prises like Iran’s revolution. 

Another problem is that controls over 
intelligence may complement but never com- 
' pensate for the needed reorganization of 
intelligence. Indeed, although our current 
- controls seem adequate, or surely unimprov- 
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able without significant cost, current organi- 
zation is inadequate even by Breckinndge’s 
own’data—for example: (1) although con- 
trolling only 5 percent of the intelligence 


’ budget, Central Intelligence must coordinate 


20 separate agencies; (2) although oversight 
is constant, special investigations are still 
invoked by intelligence problems like Chile’s 
1973 coup; and (3) several senior intelligence 
specialists themselves urge sweeping reorga- 
nization. Hence, reallocating controls—such 
as granting Central Intelligence more bud- 
getary control—without reorganizing intelli- 
gence itself is moot. Alas, reorganization 
may require butchering Washington's sacred 
cow: the National Security Act. 

My overall appraisal? The 200th, 70th, 
and 40th anniversaries of our Constitution, 
major adversary, and intelligence commu- 
nity, respectively, invoke stocktaking of our 
security system. Breckinridge takes stock of 
and even overplays that system’s organiza- 
tional controls—note his several tables of 
organization and organizational glossary. 
Conversely, he underplays important non- 
control issues. For instance, why conceal 
intelligence applications—“covert actions”— 
if they are following national or international 
proprieties? Why have intelligence applica- 
tions at all where intelligence collection 
alone can enforce policy—like using spy 
satellites to enforce arms agreements? So, 
given an interesting thesis with sound virtues 
amid times that call for something more, I 
cannot wholeheartedly endorse Breckin- 
ridge’s analysis. 


CRAIG McCAUGHRIN 
Washington & Lee University 
Lexington 
Virginia 


GILBOA, EYTAN. American Public Opinion 
toward Israel and the Arab-Israeli Con- 
flict. Pp. xvi, 366. Lexington, MA: D. C. 
Heath, Lexington Books, 1986. No price. 


Eytan Gilboa, a professor at the Hebrew 
University of Jerusalem, sets out to “con- 
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struct basic long-term trends -1 American 
opinion on Israel and the Arat-Israeli con- 
flict.” Gilboa devotes the majcr portion of 
his book to an analysis of public opinion 
polling data from 1967 through 1984 and 
concludes, “Since 1967 . . . tte American 
public has regularly expressed more sym- 
pathy for Israel [than the Arabs_ by a margin 
of at least four to one.” It is hardly a startling 
conclusion. The far more important issue of 
why American public opinion has been so 
favorable to Israel receives lees than four 
pages and virtually no analysis. 

The dearth of attention to the significant 
substantive question makes this book a very 
superficial study with extremely limited util- 
ity. Undoubtedly, it will be most useful to 
pro-Israeli partisans who wish to prove that 
U.S. support for Israel is a reflection of 
` public sentiment. Such, however, is a spuri- 
ous conclusion that would have been appar- 
ent in a discussion of the nature of public 
opinion—which, especially on fcreign policy 
issues, is primarily a reflection of elite percep- 
tions. The question of why the eite has been 
so pro-Israel requires an analysis of both the 
strategic-asset thesis—dominart in policy- 
making circles since 1967—vuhich posits 
Israel as a bulwark against Soviet expansion 
in the Middle East, and the role cf domestic 
pro-Israeli forces in reinforcing this idea, 
influencing political culture, affecting the 
electoral process, and defining the param- 
eters of respectable discourse on matters 
concerning Israel. There is no aralysis of the 
character of public opinion and almost none 
on the nature of opinion polls. With regard 
to the latter, Gilboa’s main concern is with 
what he sees as media manipulaticn—through 
omission and commission—of polling data 
to present Israel in an unfavcrable light. 
Though he cites several examples of alleged 
manipulation, they are insuffic ent to sub- 
stantiate such a serious inference of bias on 
the part of the media. What is mcre, Gilboa 
does precisely what he condemrs the media 
for doing. For example, he discusses polls 
conducted for the Chicago Council on For- 
eign Relations and presents one finding from 


the study: “In 1982... the leaders’ score was. 


51 to 19 percent in favor of Israel and the . 
public’s was 48 to 17 percent.” The data are 
not incorrect, yet the major conclusion of the 
Council on Foreign Relations’ study was the 
illustration that “as attentiveness to foreign 
news increases, so does sympathy for both 
Israel and the Arabs... . the net result of the 
Lebanon episode in terms of American public 
opinion was to generate a modest increase in 


sympathy for the Palestinian and Arab 


causes—but without doing any substantial 
damage to public support for Israel” (John 
E. Rielly, American Public Opinion and 
U.S. Foreign Policy 1983 (Chicago: Council 
on Foreign Relations, 1983], pp. 21-22). 
Gilboa never mentions that conclusion. 

At best, American Public Opinion toward 
Israel contributes little or nothing to our 
understanding of the nature of public opin- 
ion, opinion polls, or American support for 
Israel. At worst, it is a very biased and 
misleading book that may be used in a 
number of unscholarly ways. 

CHERYL A. RUBENBERG 

Florida International University 

North Miami 


KOHN, STEPHEN M. Jailed for Peace: The 
History of American Draft Law Viola- 
tors, 1658-1985. Pp. xii, 169. Westport, 
CT: Greenwood Press, 1986. $29.95. 


This book claims to be, as it is put in the 
publisher’s blurb, the “first comprehensive 
treatment” of American draft resistance and 
violators from colonial times to the present. 
That may be the case, but if Kohn’s is a 
comprehensive treatment, then there must 
not be very much to the subject. Kohn takes 
a grand total of twenty pages, including five 
pages of notes, to move from the colonial era 
to World War I. In obligatory fashion, he 
mentions the Quakers of Rhode Island and 
Pennsylvania but passes over the American 
Revolution as if draft resisters were nowhere 
in evidence. Kohn then offers a cursory 
examination of the abolitionists. He glances 
at people like William Lloyd Garrison, who 
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repeatedly spoke out against’ the notion of 
war as a means of resolving human differ- 
ences. He also mentions northern antidraft 
riots during the Civil War but dismisses that 
topic as unworthy of study. Such violence 
obviously was alien to a tradition advocating 
peaceful resistance to draft laws; but beyond 
superficial commentary on Quakers and 
abolitionists, Kohn has not established much 
of a tradition. Nor has he apparently read 
standard monographs. To take just one 
example, he does not cite, or indicate any 
awareness of, Edward N. Wright’s Conscien- 
tious Objectors in the Civil War. (1931; 
paperback reissue, 1961), a basic work. 


The bulk of Kohn’s slim text concentrates. 


on the twentieth century and focuses on 
absolutist resisters, or those who refused 
even conscientious objector’s status, thereby 
being condemned to jail terms for antiwar 
convictions. According to Kohn, there were 
some 450 such resisters in World War I out 
of 2.8 million inductees; of 34.5 million 
World War II draft registrants, there were 
1675 absolutist resisters. These individuals 
endured public abuse, official harassment, 
and lengthy prison terms for their cause. 
Kohn briefly discusses these matters, and his 
sympathies are overwhelmingly with those 
who resisted. 

During the cold-war and Vietnam eras, 
the number of draft-law violators increased 
dramatically. No one will be surprised by 
these findings, but they may wonder whether 
these modern-day absolutist resisters had the 
same values as those who came before them. 
In reality, were these individuals resisting the 
notion of war or a particular war, such as 
that waged in Vietnam, that made absolutely 
no sense to them? Kohn wants it to be the 
former because of his conviction that Ameri- 
cans, at long last, have come to view draft 
laws as repressive and unconstitutional. 

Indeed, that is what this book is all about. 
Dressed up in academic garb, Jailed for 
Peace reads as a polemic against all those 
who ever resorted to wars and drafts for 
whatever purpose. Lacking in dispassionate, 
scholarly analysis, Kohn’s study has its own 
agenda and only dabbles in history for 
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convenience.of argument. While Kohn has 
assembled some interesting materials on the 
modern period, most scholars will rate this 
book as a disappointment. 
JAMES KIRBY MARTIN 
University of Houston 
Texas 


PRADOS, JOHN. Presidents’ Secret Wars: 


CIA and Pentagon Covert Operations - 
since World War II. Pp. 480. New York: 
William Morrow, 1986. No price. 


John Prados gives us an excellent history 
of paramilitary operations from World War 
II to the present. It is unfortunate that he 
could not include the entire Iran-contra 
affair, but he does tell how General Singalaub 
and Lieutenant Colonel North raised funds . 
from private sources to support the contras 
despite opposition by the Cenal Intelligence 
Agency (CIA). 

The impetus for covert and paramilitary 
operations was a product of World War II. 
Our clandestine operations—conducted by 
the Office of Strategic Services—during that 
period proved profitable to the military in, 
providing valuable information for perform- 
ing military operations. The CIA was created 
by the National Security Act of 1947 and 
given a broad, unspecific mandate. 

Prados says that Congress, by failing “to 
develop a detailed charter that specified 
permissible missions and methods for the 
intelligence agencies, created a multiplicity 
of problems for the President.” These prob- 
lems involve plausible deniability, legality of 
covert operations, congressional. and presi- 
dential relations, and morality. , 

Because of the lack of a charter defining 
the CIA’s mode of operation, presidents 
have resorted to executive directives in direct- 
ing and controlling the CIA. In defining 
covert operations, President Truman required 
the CIA operations to be conducted so that 
“the U.S. Government can plausibly disclaim 


‘responsibility for them.” From Truman 


through Reagan, however, covert operations 
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have become steadily less deniable. 

The CIA’s broad mandate caupled with 
the desire for plausible deniability has made 
control of CIA activities difficult for the 
president. The CIA operators have been able 
to disregard or interpret presidential direc- 
tives for their own uses. 

Prados addresses Congress-president rela- 
tions. The National Security Act of 1947 
allowed the president to create the National 
Security Council and place it directly under 
his control. Because of this, Truman and 
presidents who followed him felt that they 
were not accountable to Congress. Congress 
fails to exercise its oversight capability be- 
cause presidents convince Congress that the 
work of the CIA should not be publicized, 
because publicity would endanger national 
security. 

Each president from Truman to Reagan 
has believed he had a mission to stop interna- 
tional communism. Many times these covert 
and paramilitary actions, instead of stopping 
the ideological growth of communism, seem 
to have the opposite effect or, even worse, 
drive a people into a right-wing dictatorship. 

Prados does not raise the question of the 
moral correctness of engaging in any covert 
and military operations. However, he dis- 
cusses specific CIA operations that led to 
very dishonorable deeds. 

John Prados has written a history of 
paramilitary operations that will interest 
political scientists, public administrators, 
Congress, and the taxpaying population. 
Political scientists and public administrators 
will enjoy the discussion of Congress and the 
executive having a continuous tug of war as 
to how and when paramilitary or covert 
operations should be undertaken. They will 
wonder why such complex organizations are 
needed to plan and execute covert and 
paramilitary operations. 

The taxpaying population will be amazed 
at the billions of dollars expended for covert 
actions with very little return to national 
security. Such an expenditure should make 
them clamor for more funds to be spent on 
_ housing the homeless, aid to families’ with 

dependent children, and improving educa- 


tion to fight crime and d-ug abuse. 

Taxpayers will also be incensed at the 
huge amounts of money wasted in unprofit- 
able ventures to combat _nternational com- 
munism. They will wonder why they should 
pay millions of dollars fo- covert operations 
in such remote places as Cambodia and 
Tibet while the national cebt keeps growing 
to an ungovernable size and the return for 
such expenditures is considered minimal. 

Congress should ask mself, Do we really 
need a CIA? Do we really need a paramilitary 
capability in peacetime? If we do, to make 
such agencies accountable to Congress and 
the public, Prados suggests that they be 
incorporated into our mi itary forces. 

This book is not ditficutt to read, although 
there is much detail that a reader will not 
absorb easily. This does rot detract from its 
overall interest. 

ARTHUR GALLANT 

Benjamin Franklin University 

Washington, D.C. 


SOCIOLCGY 


DAVIS, NANETTE J. from Crime to Choice: 
The Transformation of Abortion in 
America. Pp. xvii, 1£0. Westport, CT: 
Greenwood Press, 1985. $35.00. 


This book affords a very scholarly study 
of changing public perceptions of what has 
become a highly charged social issue. Abor- 
tion, once viewed as a criminal deed, has 
become a matter of individual choice, albeit 
replete with value conflicts. How did this 
transition occur, and what are the implica- 
tions? This is a crucial concern of Davis’s. 
And what have been the reactions of the law, 
doctors, politicians, and the clergy of differ- 
ent faiths to this change? 

Davis, who teaches sociology at Portland 
State University, sees the issue from a femi- 
nist perspective in terms ef a broad context 
that embraces legal, politizal, economic, and 
medical angles. The isste of pro-life and 
pro-choice is examined, a: are the ambiguity 
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of abortion law-enforcement, the impact.of 
legal abortion upon women’s ties of kinship, 
and wider social implications. As noted in 
the preface, Davis’s approach involves an 
evolutionary model of social transforma- 
tions, based on the premise that changes in 
abortion—legal, medical, social, and psycho- 
logical—depend on other cultural upheavals. 
She correctly notes that abortion does not 
occur in a vacuum. 

The work describes and analyzes four 
types of change, in terms of how the society 
responded to new and conflicting informa- 
tion. The first was “change by exception,” 
where abortion was so exceptional as to 
function as a violation of the norms, norms 
to which it did not present a challenge. The 
second, incremental change, in the 1960s, 
was gradual and piece by piece. Pendulum 
change followed, the giving up of the crime- 
control model and its replacement with the 
new freedom ethic of the woman’s right to 
abortion. This time of upheaval and changing 
norms exemplifies contemporary attitudes 
and value conflicts. The final and most 
radical change, not yet reached, paradigm 
change, would integrate old and new view- 
points in a new perspective. The conflict is 
part of a larger upheaval, involving battles 
for power, wealth, and status and conflicting 
ideologies and behavior patterns. Davis cor- 
rectly presupposes that the abortion issue 
was not settled by Supreme Court ruling. 

Davis’s insights and findings are based 
not merely upon library material alone, but 
thousands of hours in fieldwork. She con- 
cludes that the reproductive question is also 
the human question, upon which survival 
may depend. The work contains many figures 
and tables and an impressive list of scholarly 
references. On any valid criterion, this is a 
very worthwhile addition to the literature on 
a highly pertinent current theme. From 
Crime to Choice constitutes a most stimu- 
lating, informative, and thought-provoking 
work. No student or researcher interested in 
the abortion issue can fail to profit from it. 
JOHN E. OWEN 

Arizona State University 

Tempe 
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HARTSFIELD, LARRY K. The American 
Response to Professional, Crime, 1870- 
1917. Pp. x, 226. Westport, CT: Green- 
wood Press, 1985. $35.00. 


DeLACY, MARGARET. Prison Reform in 
Lancashire, 1700-1850: A Study in Local 
Administration. Pp. viii, 272. Stanford, 
CA: Stanford University Press, 1986. 
$34.00. ) 


The two books considered for review, 
Hartsfield’s Professional Crime and 
DeLacy’s Prison Reform, attack two entirely 
different problems from the standpoint of 
historical analysis. Hartsfield’s work exam- 
ines the development, growth, and meaning 
of professional crime in America through a 
variety of sources ranging from the popular 
novel and criminal autobiographies to socio- 
logical literature. DeLacy, on the other hand, 
confines herself to more traditional data 
sources—official crime, court, and prison 
records; official correspondence; and so 
forth—in examining the growth and develop- 
ment of the prison system in Lancashire 
County, England. Although they examine 
very dissimilar topics, both studies share 
several common themes. 

First, and most obvious, each is a histori- 
cal study that stresses the use of qualitative 
methods for understanding its respective 
problems. Second, both authors discuss the 
impact that environmental and medical mod- _ 
els of disease and deviance had on the 
development and perception of these prob- 
lems. Finally, both studies also exhibit the 
type of painstaking documentation that 
marks superb historical analyses, and each 
should be of interest to those undertaking 
investigations of these specific problems. 

Hartsfield’s study begins with post-Civil 
War America. It. was during this era that 
America’s concern with professionalism 
developed. Hartsfield’s main thesis is that 
the existence of a professional class of crimi- 
nals had a major impact on many areas of 
American life. First, the professional crim- 
inal was a threat to the American way of life 
because the values held by professional crimi- 
nals “often mirrored values shared by most 
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Americans, such as professionalism, and a 
belief in material wealth as the primary 
measure of success.” As a result, one might 
see the professional criminal’s development 
as the result of structural and ideological 
conflict, similar to the image of crime pre- 
sented by some Marxists. 

Second, Hartsfield discusses the impact 
professional criminals had on late nineteenth- 
century and early twentieth-century litera- 
ture. His analysis suggests that all forms of 
literature from the popular nevel to the 
writings of muckrakers, detectives, sociolo- 
gists,-and criminals themselves were domi- 
nated by the theme of professional crime. In 
fiction, for instance, the professional criminal 
became a major literary object, moving from 
the role of supporting actor to star. In novels 
and early twentieth-century muckraking, the 
professional criminal was also used to drama- 
tize the evils of American society. Some used 
America’s concern with the professional 
criminal to further debates over the influence 
of environment and heredity on criminality. 
And others used this group to paint to ways 


in which American values could lead to - 


criminal subcultures or to critique the ways 
in which American-society overemphasized 
certain goals, such as the acquisition of 
- wealth, and thus created its own special 
criminal population. 

Third, Hartsfield discusses the impact of 
professionalism on the development of the 
criminal underworld. For example, he notes 
that “professionalism helped the thief sepa- 
rate himself from the deviant or criminal 
groups.” As a class, professionel criminals 
saw themselves as being fundamentally dif- 
ferent from other criminals, especially those 
who resorted to violence. He also notes how 
the development of the professional criminal 
led to professionalization within the police 
department and gave rise to the detective. 

Overall, Hartsfield’s work is excellent 
and well written and is well worth reading. 
There are, however, two notable flaws in this 
work. The first relates to Hartsfield’s discus- 
sion of the professional criminal’s self- 
perception and the American public’s percep- 
tion of the criminal. Surely, a grezter reliance 
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on the labeling approach or symbolic interac- 
tionism would have aided this discussion. Of . 
course, this omission is quite natural and 
possibly permissible because these theoretical 
perspectives certainly did not hold much 
weight during the period Hartsfield 
examines. 

The second problem relates to Hartsfield’ s 
use of criminal autobiographies. Because he is 
only able to present us with a few of these 
works, the number of subjects he is able to 
study is very small. Additionally, we do not 
know how these autobiographical accounts 
were chosen for study, whether by random 
sample or because of availability; or if these 
accounts represent the typical criminal auto- 
biography, let alone the typical professional 
criminal. Still, I urge anyone interested in 
criminology to read this fascinating account 
of the impact of the noes criminal on 
American society. 

DeLacy’s book is a case study of the 
Lancashire County prison system in England 
from 1700 to 1850. In her introduction, she 
sets herself the formidable task of assessing 
whether or not the radical account of the 
historical development of imprisonment, for- 
warded by such notable theorists as Michel 
Foucault, is in fact applicable to this partic- 
ular. county’s prison system, In effect, she 
replicates the work of Ignatieff on a smaller 
scale, and neither of these studies has the 
breadth or insight that Foucault provides. 

The major problem evident in DeLacy’s 
work is the lack of material that attempts to 
relate changes in the administration of pun- 
ishment to changes in economic production 
and material existence. The ability to link 
social functions such as punishment to eco- 
nomic conditions is certainly the primary 
consideration of any radical analysis, and 
omitting this description from an attempt to 
assess a radically oriented theory surely 
pushes the attempt toward failure. DeLacy 
fails to use widely acclaimed radical research 
such as Rusche and Kirchheimer’s Punish- 
ment and Social Structure. While this 
research does not speak directly to the issue 
of imprisonment in England, it certainly 
could be applied for this purpose. Where 
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DeLacy does have the chance to draw on 
literature that deals with social conditions in 
England—specifically the city of Manches- 
ter, which is located in Lancashire County— 
her treatment is cursory. In this specific case, 
greater reliance on Engels’s Conditions of 
the Working Class in England, which pro- 
vides a description of economic conditions 
and the situation of the lower and working 
classes in Manchester, could have proven 
quite valuable. 

Another important problem stems from 
DeLacy’s interpretation of Foucault’s notion 
of discipline, especially as this element arises 
in the Panopticon. DeLacy interprets Fou- 
cault very narrowly and views discipline as 
regimentation of the prisoners’ daily lives. 
Because her analysis shows little “actual 
discipline” in the prisons studied, she con- 
cludes that Foucault’s analysis does not 
apply. However, Foucault certainly meant 
more than the “regimentation of prisoners” 
when he used the term “discipline.” Most 
important is Foucault’s notion that discipline 
is an all-pervasive element in society that 
does not result from the prison and its 
structure alone. As W. Byron Groves and 
David H. Galaty have observed, for Fou- 
cault, the Panopticon is certainly “not simply 
an architectural design, and certainly [is] not 
limited to a single institution (prison).” In 
Foucault’s own words, the Panopticon is 


a generalizable model of functioning; a way of 
_ defining power relations in terms of the everyday 
life of men . . . the Panoptican must not be 
understood as a dream building; it is the diagram 
of a mechanism of power reduced to its ideal form 

.. it is in fact a figure of political technology that 
may and must be detached from any specific use. 


DeLacy criticizes radicals for presenting 
a “conspiratorial” view of prison administra- 
tion where the upper class rules these institu- 
tions with an iron fist. She overlooks the fact 
that this approach does not describe the bulk 
of radical literature; that even radical theo- 
rists criticize the conspiratorial approach; 
and that former supporters of the conspira- 
torial approach have backed off in light of 
criticism. 
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_ Even though I have many criticisms of 
this work, DeLacy’s book is worth reading as 
a history of change and administrative strug- 
gle in the early prison—but not as a test of 
radical theory. DeLacy’s work contains many 
detailed descriptions of the daily routine of 
prison administration and prison life ‘that 
should prove useful to those concerned with 
prison history. 
MICHAEL J. LYNCH 
State University of New York 
Albany . 


KLITGAARD, ROBERT. Elitism and Merito- 
cracy in Developing Countries: Selection 
Policies for Higher Education. Pp. xi, 
190. Baltimore, MD: Johns Hopkins Uni- 
versity Press, 1986. $26.50. 


The ambitious purpose of this ground- 
breaking book is to provide a research-based 
conceptual framework and guidelines for 
applying policy analysis to the classic 


dilemma facing all democratically inclined 


societies, namely, how to select, on the basis 
of merit, a sufficient cadre of leaders of all 
types required to move the society forward, 


without ending up with a self-serving and - 


self-perpetuating elite that dominates and 
exploits the rest of society. This is an espe- 
cially crucial problem for developing coun- 
tries whose leadership ranks are still rela- 
tively thin and whose efforts to select on the 
basis of individual merit are sometimes 
undermined by family connections, political 
favoritism, and downright corruption. 


There have been numerous studies of | 


elites in various countries that described 


their roles and characteristics and in some ` 


cases explained how they achieved their 


status. But few such studies have gone on to 


explore how public policies might consciously 
influence and improve the selection and 
preparation of future elites. 

In the present study, with the provocative 
title of Elitism and Meritocracy in Devel- 
oping Countries, Robert Klitgaard marched 


bravely into this terra incognita} with thenime: .. 


KBs 


i 
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of discovering how policy analysis, despite | 


serious shortages of basic facts, might be 
used to help resolve this classic dilemma. “In 
broadest gauge,” to use Klitgaard’s words, 
the book’s subject “is how to allccate scarce 
positions according to some definition of the 
merit of the candidates.” 

His starting premise is that universities in 
developing countries play a cardinal, though 
not exclusive, role as selectors and breeders 
of the new generation of elites. Within the 
sphere of universities, he focuses in particular 
on the admissions system, on the not unrea- 
sonable assumption that the quality of the 
graduates of any university, anc their sub- 
sequent contribution to society, is strongly 
conditioned by the caliber of the students 
admitted to the university. 

Before commenting on the substance of 
the book, I should like to pay tribute to 
Klitgaard’s unusual qualifications for under- 
taking such a complex study. Unlike many 
academic scholars, he is policy and action 
oriented and well versed in a number of 
relevant disciplines, particularly psychomet- 
rics, the economics of education, and policy 
analysis, As the result of his broad field 
experience, he also is keenly aware of the 
realistic problems and limitations that con- 
front educational decision makers in devel- 
oping countries. | 

Having initially defined the purpose, 
scope, and specific focus of his study, Klit- 
gaard moves directly into his first and per- 
haps most revealing country case study, that 
of China, which for many centuries clung to 
a deep-rooted tradition of assessing a per- 
son’s merit and social status by his success in 
achieving good scores on a succession of 
standard examinations leading to the univer- 
sity. This tradition was rudely interrupted in 
1966 by the famous Cultural Revolution, 
which displaced academic examinations with 
a system of selecting candidates on the basis 
of political merit. By 1977, however, the 
Cultural Revolution had run its course, 
leaving the universities decimated. A promi- 
nent member of the Higher Education Bureau 


- described the suspension‘of the examination . 


system and other political interferences with 
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the universities as one of the greatest crimes 
of the Gang of Four. Soon a new examination 
system, based primarily on academic merit, 
was reinstituted and still stands. 

Klitgaard derives from the Chinese case 
three basic objectives and criteria for evalu- 
ating alternative university admission sys- 
tems. He dubs these objectives efficiency, 
representation, and incentives. 

“Efficiency” refers to the quality of perfor- 
mance of the candidates selected, both in the 
university and in their later working life, 
measured against the costs of administering 
the particular selection instruments em- 
ployed. The aim here is to choose the best of 
the candidates, using the most reliable and 
affordable predictive evidence available. Klit- 
gaard’s tentative conclusion is that, all things 
considered, well-designed objective academic 
tests, with.all their admitted shortcomings, 
are generally the best predictive instruments 
available in most developing countries. 

“Representation” refers to the objective 
of achieving reasonable representation of 
different population subgroups—cethnic, sex, 
socioeconomic, geographic, and so forth— 
in the candidates selected and the university 
student body. Because children with so- 
called disadvantaged backgrounds—such as 
rural children of poor and uneducated par- 
ents who attend low-quality schools—gener- 
ally score well below more advantaged chil- 
dren on entry examinations, preferential 
treatment for them may require a certain 
amount of trade-off with efficiency. Thus the 
question is how far to go toward achieving 
representation at the expense of efficiency. 
The extensive discussion of this question and 
of bias and underrepresentation in chapter 4, 
drawing especially on an experiment of the 
University of the Philippines with admitting 
a batch of less qualified disadvantaged stu- 
dents, is highly instructive. 

“Incentive” refers to the various spillover 
effects that the university selection proce- 
dures aimed at efficiency can have, especially 
on secondary and primary schools. For 
example, university admission examinations, 
depending on their character, may enhance 
student motivation to study hard but at the 
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same time may unduly dominate and distort 
the curriculum and teaching priorities at 
these lower levels. This matter of incentives, 
Klitgaard emphasizes, is far more important 
than generally realized, but it is also the least 
examined of his three basic criteria and 
hence begs for further research and analysis. 

The previous abbreviated description of 
Klitgaard’s analytical framework and a few 
of his conclusions scarcely scratches the 
surface of his rich discussion, but perhaps it 
will suffice to whet the appetite of readers of 
this review to explore the book itself. The 
book should be required reading for social 
scientists, both in universities and outside 
them, who are seriously interested in the 
important roles and impacts of education in 
developing countries. Not least of all, it 
should be read by economists of education, 
some of whom become so enamored of 
neoclassical models of the competitive mar- 
ketplace and of sophisticated statistical exer- 
cises-——such as rate-of-return studies—that 
they fail to consider such basic matters as 
who is admitted to the university, how they 
are selected, and what they actually learn 
when they get there. 

PHILIP H. COOMBS 
International Council for 
Educational Development 
Essex 
Connecticut 


RUSSELL, JEFFREY BURTON. Mephistoph- 
eles: The Devil in the Modern World. 
Pp. 352. Ithaca, NY: Cornell University 
Press, 1986. $24.95. 


Mephistopheles completes Jeffrey Rus- 
sell’s four-volume study of the devil. In his 
three preceding volumes, titled The Devil, 
Satan, and Lucifer, he respectively examined 
the perceptions of the devil from antiquity to 
primitive Christianity, conceptions of the 
devil in early Christianity, and the diverse 
forms of medieval diabology. In Mephis- 
topheles Russell concludes his study of the 
devil by carrying his study from the Reforma- 
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tion to the twentieth century. 

In these finely written and crafted four 
volumes Russell’s premises are never far 
from the surface. Russell’s subject is the 
devil, the personification of evil. Russell 
most often and most vividly identifies evil 
with instances of man’s cruelty to man. 
Adopting both explicitly and implicitly the 
position of a phenomenologist, Russell - 
assumes that evil is real and singular but of it 
we humans only have our experiences and 
our words and symbols. 

Russell conceives of the devil as man’s 
most abiding and consistent symbol of evil, 
which Russell defines in two primary cate- 
gories: the passive evil a man feels, like fear, 
dread, terror, agony, depression, or despair; 
and the active evil a man does when he 
willingly inflicts suffering upon another “fel- 
low sentient being.” Russell’s concern for the 
primacy of human feelings is distinctly mod- 
ern and consciously set. -His categories, in 
contrast, are the traditional divisions of evil 
into metaphysical evil, or lack of perfection 
in the universe; natural evil, or suffering 
caused by nature; and moral evil, or the 
deliberate willingness of a human to cause 
evil. 

As men and women speak of the devil, so 
they reveal their view of themselves, the 
world, and God. The devil for Russell is the 
dark mirror in which we see the wrong we 
cannot heal or overcome: 

In Mephistopheles Russell traces the his- 
tory of the devil in Europe and the West from 
the Reformation to the present. He traces the 
devil in reference to the history of ideas and 
the thought of individual thinkers. As would 
be expected, Russell’s commanding theme, 
reflecting the secularization of the West, is 
the banishment and the trivialization of the 
devil. As hell declines and falls in the modern 
world, especially in the late seventeenth and 
eighteenth centuries, so it stands to reason 
that the devil should go the way of his 
kingdom. 

Russell’s attention is essentially on a 
familiar cultural history of ideas. He shows 
that the “early Christian and medieval Devil” 


_ survived the Reformation but did not survive 
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Enlightenment rationalist philosophy. With 
romanticism the devil became an image of 
the daring individual, a matter of ert, and yet 
for others a Prometheus-like creature who 
joined man in rebellion against God. In 
certain quarters, to be judged to be demonic 
carried the compliment of being revolution- 
ary or fiendishly intelligent and creative. 

In the course of the nineteenth century, 
scientists expelled the devil from the universe, 
while on the other hand, artists trivialized 
the devil, making him merely an agent for 
their serious and even comic plots. In the 
contemporary world, the devil, if cot solely a 
joke, has at most been reduced to one of 
many symbols of evil. 

Russell’s almost exclusive focus on the 
devil in the realm of ideas and high culture 
does not blind him to the essential paradox: 
this age, insofar as it can be depicted as 
having a singular forma mentis and state of 
spirit, has lost the devil—man’s most abiding 
symbol for evil—even though evil is as real 
and present as ever before. 

Russell cites the recent example of a 
father and mother who baked their child to 
death, and he will not let us forget the horror 
of certain twentieth-century events or the 
dreadful promise of ever-present nuclear 
war. Enrolling himself on the side of such 
profound Christian writers as Dostoevski, 
Bernanos, O’Connor, and other Catholic 
writers whose works declare evil alive and 
powerful, Russell argues that science teaches 
us nothing about evil. 

According to Russell, there is no discus- 
sion of God without confronting the question 
of evil, and there is no hope for contemporary 
men and women today unless they dare to 
recognize and name radical evil. A culture 
that cannot distinguish and judge evil will 
serve it. This is a fitting and committed 
conclusion for Russell’s concluding volume 
on the devil. 


JOSEPH AMATO 
Southwest State University 
Marshall 
Minnesota 
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THOMAS, JOHN CLAYTON. Between Citizen 
and City: Neighborhood Organizations 
and Urban Politics in Cincinnati. Pp. xii, 
196. Lawrence: University of Kansas 
Press, 1985. $25.00. 


This monograph attempts to explore the 
relationship between neighborhood organi- 
zations and city politics in the city of Cincin- 
nati. On initial introduction, I was enthused 
by the prospects of a rebirth of the commu- 
nity organization and urban studies perspec- 


_tives of the 1960s and early 1970s and their 


application on a micro-neighborhood level. 
My enthusiasm waned as I plowed through 
pages of data and statements that seemed 
limited in their generalizability and peculiar 
specificity to a city that is not, as Thomas 
contends, representative of urban centers of 
the Northeast or the Midwest. 

It is to Thomas’s credit that he presents a 
balanced point of view. For every proneigh- 
borhood statement, he presents the view 
from an opposite side. The trap that he seems 
to fall into is an overreliance on the tangible 
and the quantifiable and a lesser appreciation 
for the intangible and nonmeasurable. For 
example, although Cincinnati’s 1980 popula- 
tion is close to that of large cities in general, 
its historical experiences, ethnic composi- 
tion, and civic traditions bear little resem- 
blance to Newark, Detroit, Cleveland, or 
many other urban centers. Although home 
owners and renters do represent real differ- 
ences in terms of economic investment, 
Thomas does not exhibit an appreciation for 
the differences in life-style or value orienta- 
tion that I believe separate these two groups. 

Rather than billing the study results as an 
important indicator of the resurgence of 
neighborhood organization, it would be pre- 
ferable to view them as a limited case or 
exploratory study. The study could be 
strengthened by presenting capsule summa- 
ries of the neighborhood organization move- 
ment in Cincinnati as one chapter among 
several that detail experiences elsewhere in 
the country. If I were to limit myself to one 
city, I would have presented in-depth descrip- 
tions of specific neighborhood organizations 
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and their interface with local government on 
specific issues. 

Although Thomas displays a solid level of 
methodological expertise, there are certain 
vexing problems. For example, there is no 
reference to length of residence in a neighbor- 
hood or at a particular address. Length of 
residence would indicate neighborhood sta- 
bility, an important variable in this type of 
study. 

There are persistent references to the 
concept of legitimacy. What is missing is 
documentation of how the neighborhood 
organizations legitimate themselves to actual 
or potential members, or to city govern- 
mental officials or other municipal power 
brokers. 

The topic of inquiry is important. Neigh- 
borhood organization, especially successful 
neighborhood organization as found in Cin- 
cinnati, needs to be analyzed. However, this 
volume would be significantly stronger if it 
relied on more comparative, anecdotal, and 
substantive data. 

WILLIAM A. PEARMAN 

Millersville University of 

Pennsylvania 
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DUMAS, LLOYD JEFFREY. The Over-Bur- 
dened Economy: Uncovering the Causes 
of Chronic Unemployment, Inflation, and 

_ National Decline. Pp. 256. Berkeley: Uni- 
' versity of California Press, 1986. $18.95. 


MIN SKY, HYMANP. Stabilizing an Unstable 
Economy. Pp. xiv, 353. New Haven, CT: 
Yale University Press, 1985. $29.95. 


As the 1980s draw to a close, Dumas and 
Minsky examine the economic situation and 
give directions for the future. Beyond this 
focus on the contemporary macroeconomy, 
the authors share little. They do not even 
agree on what is happening, much less on 
what should be. 

Dumas takes the position that the malaise 
of chronic unemployment, inflation, and 
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national decline is actually more advanced 
than we know. The reason is the misleading 
way we measure output, including in our 
statistics activities that create no output at 
all, and thus overstate the productive vitality 
of the economy. The result is what Dumas 
dubs “resource diversion,” the use of 
resources in a variety of public and private 
enterprises that count as output in the 
National Income and Product Accounts, but 
add nothing to the available stock of goods, 
services, and capital equipment. 

- Dumas insists that in order to solve a 
nation’s economic difficulties, policymakers 
must reject the analytical framework of both 
the monetarist and. Keynesian schools. The 
alternative he suggests is two new taxono- 
mies, one for the categorization of inputs 
and the other for the measurement of out- 
puts. Dumas suggests dividing resource uses 
into contributive, neutral, or distractive 
activities, depending on whether it is a 
necessary, efficient part of producing a good 
or service that has inherent economic value. 
The classic Keynesian prescription of burying 
jars of money so that others may be employed 
in digging them up is thus distractive: the 
activity has no genuine economic value other 
than to redistribute income. Distractive 
resource use includes the military, police, 
and government regulation at all levels. 

‘Most economists will not find this tax- 
onomy to be very compelling. To the extent 
that the variability of an expected return is a 
determinant of whether a financial asset will 
be purchased or a physical asset will be 
constructed; the protection and enforcement 
of property rights cannot be separated from 
the property itself in determining the value of 
those rights. Dumas appears to recognize 
that eliminating police and military protec- 
tion would reduce asset values, but he ignores 
the dynamic impact: lower total investment. 
Thus the protection of property rights does 
add to the productive capacity of society. 
This fact renders Dumas’s approach of little 
use in reforming the National Income and 
Product Accounts. John J. Wallis and Doug- 
lass C. North, in Long-Term Factors in 
Economic Growth (Cambridge, MA: Na- 
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tional Bureau of Economic Research, 1986), 
have suggested separating gross nazional pro- 
duct accounting into goods and s=rvices, and 
the “transactions sector.” The transactions 
sector represents all expenditures designed 
to facilitate transactions, from loans and 
legal services to police and military protec- 
tion. No attempt is made to separete the two 
as to which creates more value; instead, they 
propose the use of transaction cost per unit 
produced as a measure of the health of the 
economy. While Dumas comes to similar 
conclusions, there is little to reecmmend his 
approach over the more accurate and useful 
analysis of Wallis and North. 

Minsky’s book is a delightful surprise. 
Those familiar with Minsky’s writings know 
that a consistent theme of his werk is “what 
did Keynes really mean?”—most often in 
criticism of the macroeconomists he claims 
have misconstrued Keynes. Stabilizing an 
Unstable Economy has a more to3-cal thesis, 
presented in the context of ar insightful 
review of the literature from Hicks through 
the beginnings of new classical mecro models 
of Barro, Lucas, Sargent, and otaers. 

This analysis of current trerds in eco- 
nomic aggregates, and Minsky’s anique per- 
spective on received macro theor7, make the 
book a useful text for upper-level under- 
graduates and beginning graduate students 
as well. For those who have wondered what 
Minsky really meant, the final s x chapters 
contain a rigorous statement of Minsky’s 
theory of financial instability. The mecha- 
nism by which shocks within the fragile 
financial system are transmittec from one 
sector to another is the validation, or invali- 
dation, of investment decisions. Because 
capital projects may be large, suffer from 
incomplete information, and are made in a 
single period but require continuous valida- 
tion over subsequent periods, the economy 
may not generate sufficient revenues, in 
every period, to service debt and sustain 
asset values. 

Minsky claims that the role of scvernment 
as lender of last resort and guarantor of asset 
values has reduced the variability of asset 
prices subject to validation, and hes therefore 


raised equity values and strengthened the 
economy. The price of this stabilization of 
our inherently unstable system has been 
prolonged, unavoidable deficit spending and 
inflation. The question is not whether this 
practice is workable, given the relatively 
small amplitude and duration of downward 
swings in the business cycle since 1960; 
rather, the question is whether the cure is 
worth it, given the inexorable inflation and 
occasional—at least!—need for large fiscal 
deficits to sustain the policy. 

The book does have shortcomings, mainly 
in its treatment of most current macroeco- 
nomics. Minsky gives us no hint of how to 
reconcile his theory with the equilibrium 
approach of the new classical macro. Given 
his disequilibrium approach, this omission is 
understandable but hardly forgivable. -In 
spite of the book’s readability and the clarity 
of its policy prescriptions, the fact that it 
ignores or dismisses virtually all the work in 
macroeconomics since 1975 makes the theory 
seem anachronistic. The burden of incor- 
poration is thus left to the discipline, a labor 
few will undertake and fewer still will 
accomplish. 

The preface of Dumas’s book, by Kenneth 
Boulding, asserts that “this is a very impor- 
tant book.” While both Dumas and Minsky 
deal with an important topic, the mechanisms 
by which capitalist economies grow and 
create wealth, neither book is likely to be 
accepted quickly or completely into the 
literature by practicing macroeconomists. 
Thus their real importance in terms of theo- 
retical and policy impact remains to be seen. 

MICHAEL C. MUNGER 

University of Texas 

Austin 


EISNER, ROBERT. How Real Is the Federal 
Deficit? Pp. xvi, 240. New York: Free 
Press, 1986. $17.95. 


This book serves as an excellent defense 
of the Keynesian-based stabilization branch 
that recently has been under sharp attack. It 
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provides convincing empirical evidence that 
the failure of countercyclical aggregate 
demand policy is not attributable to basic 
conceptual weakness, but instead has been 
caused by the inability to measure accurately 
federal deficits and net debt held outside the 
federal government. In order to assess the 
influence of federal deficits and net debt on 
the national economy accurately, nominal 
magnitudes must be adjusted for both price 
and interest rate changes. With inflation, for 
example, a large deficit, by the official 
nominal measure, may be accompanied by a 
decline in the real value of outstanding net 
debt. Such a decline in net private wealth, in 
turn, will lead to a decline in private sector 
spending. 

When price-effect and interest-effect 
adjustments are made, nominal high employ- 
ment deficits may actually disguise real full 
employment surpluses, thus making fiscal 
policy appear to be expansionary when 


actually it is contractionary. In this light, the | 


nominal budget deficits of the Carter admin- 
istration, in fact, were real budget surpluses, 
thus contributing to stagnation during the 
late 1970s and, along with restrictive mone- 
tary policy, to the nation’s worst postwar 
recession in 1981-82. Meanwhile, the subse- 
quent growth—both nominal and real—in 
federal budget deficits later contributed to 
the strong economic recovery that peaked in 
1984. Accordingly, Eisner argues that deficits 
really do matter, but not in the blind knee- 
jerk context of the current national discus- 
sion. They are not bad per se and may even 
be too small during a recession. The latter 
circumstance, in fact, poses significant impli- 
cations for Gramm-Rudman-mandated defi- 
cit reduction targets and points to the need 
for an appropriate monetary policy mix with 
deficit-reducing fiscal policy. 

Importantly, the historical record used by 
the new classical economics to repudiate 
neo-Keynesian macroeconomic policy is 
turned upside down when price and interest 
rate adjustments to net federal debt are 
made. The result is a credible rebuttal to the 
new classical assertion that government 
countercyclical policy is inevitably neutral- 
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ized by the rational expectations reactions of 
private economic agents to such policy. 
Although private reactions to policy may be 
important, they need not invalidate well- 
conceived stabilization policy. Moreover, 
because price and wage rigidities continue to 
obstruct the automatic attainment of high 
employment conditions in the economy, 
government demand-oriented fiscal and 
monetary policy continues to have a mean- 


-ingful role in Western industrial economies. 


Indeed, the stabilization branch lives on. 
"BERNARD P. HERBER 
University of Arizona 
Tucson 


HERNANDEZ, DONALD J. Success or Fail- 
ure: Family Planning Programs in the 
Third World. Pp. xv, 161. Westport, CT: 
Greenwood Press, 1985. $29.95. 


In his book Success or Failure, Donald 
Hernandez seeks, by carefully worked-out 
procedures, to make an objective evaluation 
of the contribution of government and pri- 
vate educational and supply programs de- 
signed to reduce birthrates. His procedures 
are appropriate for this purpose and one is 
given the impression that they have been 
used well. , 

For his fieldwork Hernandez selects five 
areas—Costa Rica, Singapore, Hong Kong, 
Taiwan, and South Korea—in the period of 
the late 1960s and early 1970s. From them he 
draws the conclusion that such special pro- 
grams have had little or no effect, but that 
the social and economic conditions in which 
the people lived produced most of the decline 
in birthrates that occurred. 

From this he concludes that the best way 
to produce the same effects on birthrates in 
other developing countries would be to pro- 
vide social and economic incentives that are 
comparable. 

I find this extrapolation irrelevant. Her- 
nandez has picked for his sample four Asian 
countries that are noted for their rapid rate 
of development, greater than that of any 
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other developing areas. They all have had the 
benefit of Chinese cultural background, 


which is known to be more adaptable to a 


modern industrial society, based on private 
enterprise, than any other. Two of its prin- 
cipal elements, in addition to placing a high 
value on hard work, are a commitment to 
planning for the future and the related virtue 
of saving a high percentage of income. In 
Taiwan, which I visited recently, tne latter is 
over 30 percent. This calculating approach 
to the future is what family planning or 
responsible parenthood is all about. 

In addition, Taiwan and South Korea, 
when liberated by World War II from Japa- 
nese control, received special aid from the 
United States that was as generous and war- 
related as the Marshall Plan’s help for 
Europe. Hong Kong and Singapore had the 
advantage as city-states of not having poor 
rural populations, hard to reach with modern 
ideas. In addition their widely prevalent 
modern ideas had come from the British 
culture, which was very favorable to family 
planning. 

As a result of these characteristics, the 
countries under study had achieved close to 
fully developed societies by the time the 
study was made. Putting their cultural back- 
ground and level of development together 
makes them irrelevant examples for the rest 
of the developing world. Neither the 
resources nor the ability to chang attitudes 
is available to the other countries to produce 
a quick fall in birthrates. Without such a fall, 
creating even a modest rate of improvement 
in incomes and general well-being will be 
much more difficult, if not in some cases 
impossible. 

Thus I find that government and private 
efforts to persuade parents of the wisdom of 
having small families, and making safe means 
for doing so readily available, are indispens- 


able. The cost of better progress in economic 


and social well-being will be that much 
greater the more people there are to be fed, 
educated, provided health care, and found 
jobs. 

I would not rule out, of course, specific 
economic or social rewards of a carefully 
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controlled sort for choosing to have a small 
family, but they would have to be done by 
the kind of government or private family- 
planning programs that Hernandez seems to 
fee] are not needed. 

I have said nothing about the subject of 
Hernandez’s fifth case study, Costa Rica, but 
it is equally unrepresentative. In all respects— 
politically, economically, and socially—it is 
the most developed country in Latin America 
and one of the most in the developing world. 
It would be great if others would copy it, but 
so far few have succeeded, despite efforts 
starting with President Kennedy’s Alliance 
for Progress. In fact, political turbulence in 
Latin America affected many times more 
people in 1980 than it did in 1960. The 
present debt crisis is a striking example of 
widespread mismanagement. The tasks of 
that region’s leaders must be made easier, 
and the fact that lower rates of population 
growth are one way of doing so has now been 
recognized by all the governments of Catholic 
Latin America and by private groups: in 
every country. 

Finally, while I recognize that it might 
have been technically difficult to do so, a far 
better period for Hernandez to study would 
have been a decade later in most of the 
developing world. In the years Hernandez 
has chosen, the United Nations Fund for 
Population Activities, the International 
Planned Parenthood Federation, the U.S. 
Agency for International Development’s pro- 
gram, a host of private voluntary organiza- 
tions, and contraceptive technology were 
just starting up the path toward the size and 
effectiveness that they have reached today, 
though they are still inadequate in many 
countries. The assessment of their contribu- 
tion in recent years would be much different. 

EDWIN M. MARTIN 

Population Crisis Committee 

Washington, D.C. 


McINTYRE, JOHN R. and DANIEL S. PAPP, 
eds. The Political Economy of Interna- 
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tional Technology Transfer. Pp. viii, 267. 
Westport, CT: Greenwood Press, Quorum 
Books, 1986. $56.00. 


EMERY, JAMES J., NORMAN A. GRAHAM, 
and MICHAEL F. OPPENHEIMER. Tech- 
nology Trade with the Middle East. Pp. 
xv, 302. Boulder, CO: Westview Press, 
1986. $28.00. 


With the emergence of technology as 
probably the most important determinant of 


national economic and military power, it is 


only natural that issues of its transfer and 
absorption have become major policy con- 
cerns and subjects of intense scholarly anal- 
ysis and debate. The two volumes under 
review reflect this heightened interest among 
practitioners and scholars. 

The first book, The Political Economy of 
International Technology Transfer, grew out 
of a conference on technology transfer held 
at Georgia Tech on 26 and 27 April 1984. In 
addition to a well-written general introduc- 
tion on international transfer of technology, 
the book contains 13 original papers and is 
divided into four sections. The opening 
section, consisting of four papers, analyzes 
the transfer process from economic, political, 


legal, and historical perspectives and offers ' 


an integrative framework and principles help- 
ful in policy decisions. The second section, 
consisting of three papers, focuses on North- 
South dimensions of technology transfer. It 
begins with a historical overview that calls 
for the creation of an environment in which 
the right kind of technology choices can be 
made for mutual benefits of industrial and 
Third World countries. This section consid- 
ers also the essential traits and institutional 
prerequisites for greater technology auton- 
omy for poor countries and underlines the 
essential role of technology transfers for 
agricultural and economic development in 
the Third World. The third section of the 
book, which also consists of three papers, 
focuses on West-West technology transfers. 
The section begins with a consideration of 
the forces that drive toward cooperation or 
conflict in technology transfers in the West 
in terms of military, diplomatic, economic, 
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social, and administrative dimensions. In 
addition, it analyzes Japanese technological 
relations with other advanced industrial 
countries, challenges the view of Japan as a 
technological monolithic power and casts 
doubt on its ability to be a major exporter of 
indigenously developed technologies. A 
socioeconomic analysis of the interrelation 
of national science policy and technology . 
transfer in the West-West context leads the 
last author in this section to conclude that 
technological cooperation and transfer in 
the West is possible only in well-defined and 
selected areas. In the last section, the book 
considers the strategic aspects of technology 
transfer with the Communist bloc. It begins 
with a historical overview of U.S. policy on 
technology transfer to the Eastern bloc that 
challenges the soundness of the traditional 
policy of controls. This section sheds some 
light also on the scope and sources of 
Western technology for the Soviet Union, as 
well as the impact of Western technology on 
the Soviet economy. The last paper in this 
section, devoted to the role of technology 
transfer in U.S.-China relations, ends with a 
warning against the transfer of too much 
U.S. technology to China too fast. 

The second book, Technology Trade with 
the Middle East, has a much narrower and- 
sharper focus. It analyzes technology trade 
with the Middle East from the perspectives _ 
of competing suppliers of the United States, 
Japan, and Western Europe. Although the 
study focuses only on five sectors—commer- 
cial aircraft support systems, medical ser- 
vices, nuclear power, petrochemicals, and 
telecommunications—in six Middle Eastern 
countries—Algeria, Egypt,. Iran, Iraq, 
Kuwait, and Saudi Arabia—it does identify 


` and discuss some of the major general trends 


and forces that characterize technology trade ~ 
with the whole region. 

The book is divided into four chapters. It 
begins with an examination of economic 
diversity of the countries, their export poli- 
cies and foreign investment and sectoral 
trends. The second chapter deals with factors 
affecting technology trade in the Middle 
East. While the analysis stresses variations in 
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competitive factors that influence technology 
trade among the different countries and 
sectors, it recognizes. also the common 
threads that run through most industries and 
economies in the region. The third chapter 
considers the factors that influence technol- 
ogy trade from the perspectives of recipient 
and supplier countries and provides estima- 
tions of trends in income, future technology 


exports, and technology trade relationships. 


and policy. The final chapter is devoted to a 
discussion of U.S. policies toward technology 
trade with the Middle East. Although Emery, 
Graham, and Oppenheimer exp2ct, mostly 
for noneconomic reasons, the United States 
and other Western countries to continue 
their controls on high-technology trade with 
the Middle East, they warn against an en- 
trenched, and possibly growing, psychology 
of controls against this region and call for 
greater consistency in U.S. policy. They 
. stress the importance of limiting controls 
only to those based on national security and 
clearly defined and generally agreed-upon 
foreign policy considerations. 

Emery, Graham, and Oppenheimer have 
relied partly on industry contacts and the 
perspectives of informed insiders. This may 
have contributed to some bias in the analysis, 
but it has also provided perspectives and 
analytical nuances unavailable m published 
documents. 

While the first book provides a good 
introduction to the fundamental issues in 
West-West, North-South, and East-West 
technology trade, the second book is a 
perceptive analysis of the issues and chal- 
lenges involved in the West’s technology 
trade with the Middle East. 

l ; P. L MATHEW 

U.S. Coast Guard Academy 

New London 

Connecticut 
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To read the press headlines these days, 
one notes a sense of déja vu over national 
energy policy. U.S. dependency on imported 
oil is increasing, consumers appear once 
again interested in large cars, and the Organi- 
zation of Petroleum Exporting Countries 
(OPEC) is succeeding in raising the price of 
internationally traded oil from below $10 a 
barrel as recently as the summer of 1986 to 
approximately $18 a barrel as of January 
1987. Thus, after five years of watching 
OPEC stumble through internal squabbles, 
warfare in the Gulf, and declining oil prices, 
the world appears headed once again for an 
energy crisis in the next few years. The key 
question for the United States is whether the 
laissez-faire policies of the Reagan adminis- 
tration will be sufficient to enable the econ- 
omy to weather the next storm. 

Lest we forget how we got to where we are 
now, itis worth noting that OPEC imposed 
the embargo on imported oil to the United 
States at the time of the 1973 Middle East 
war and that the fall of the Shah of Iran 
precipitated a subsequent doubling of the 
price of oil in 1978-79. During.this time, we 
witnessed a sometimes frantic outpouring of 
studies that were undertaken to help formu- 
late a secure national energy policy. Although 
much initial emphasis in many of these 
studies focused on supply-side options such 
as accelerating coal and nuclear energy pro- 
duction, it was energy conservation that 
saved the United States from the acute 
imbalances it was then confronting. Indeed, 
this was the principal message of physicist 
Amory Lovins’s 1976 article “Soft Energy 
Paths” in Foreign Affairs, a message stated 
again in the widely read 1979 book Energy 
Future by Robert Stcbaugh and Daniel 
Yergin and emphasized in my 1982 book 
Energy Economics and Technology. 

One of the most important papers in the 
present collection is William W. Hogan’s 
analysis of patterns of energy use. Drawing 


_-on work that he and colleagues at Harvard’s 


Energy Modeling Forum and elsewhere did 


' in previous years, Hogan’s analysis utilizes a 


flexible econometric model developed in 
recent years to resolve a methodological 
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problem that had so beset many earlier 


studies of energy demand, namely, the down- 


ward bias in the own-price elasticity of 
demand estimates, and the corresponding 
upward bias in the income elasticity of 
demand estimates. The own-price elasticity 
of demand measures the relative change in 
the quantity demanded of a good per unit 
relative change in its price, while the income 
elasticity of demand measures the relative 
change in energy demand per unit relative 
change in income. These and related elastic- 
ity measures are key yardsticks used to 
measure the potential of energy conservation 
against supply-side alternatives. 

As Hogan carefully points out, traditional 
studies of energy demand relied largely on 
time-series data from the 1950s and 1960s. 
One problem with these data was that energy 
was then relatively cheap to the American 
consumer. As economists have long 
observed, anything that is relatively cheap is 
likely to have a low own-price elasticity of 
demand. Conclusion: the historical data all 
pointed to.an economy with a relatively low, 
or inelastic, demand for energy. OPEC lead- 
ers also thought this to be the case. Like good 
students of microeconomic theory, they 
aggressively adopted a price-increasing strat- 
egy wherever possible. Yet when the relative 
price of energy is shifting upward, estimating 
the own-price elasticity of demand for energy 
with historically low relative energy prices is 
misleading, as OPEC also discovered by the 
early 1980s. 

A second problem besetting forecasters 
- was that the econometric models themselves 
tended to add downward bias to the own- 
price elasticity estimates. Up until the OPEC 
embargo of 1973, most time-series estimates 
relied on Cobb-Douglas and constant-elas- 
‘ticity-of-substitution production functions 
to estimate energy demand. The: difficulty 

with these formulations is that they required 
a priori restrictions on the range of estimates 
that could be meaningfully. derived. 

As Hogan explains, recent developments 
in economic theory and econometrics right 
at the time of the 1973 embargo would slowly 
make it possible to derive more accurate 
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estimates of demand elasticities. Using tran- 


scendental logarithmic production and cost 
functions, even with time-series data, own- 
price elasticity of demand estimates are 
higher than they would appear in traditional 
estimating models. Thus, as Hogan empta- 
sizes in his conclusion, after one has taken 
account of the biases in data and estimation 
procedures, conservation indeed makes sense 
for the U.S. economy because the long-run 
price and substitution demand elasticities 
are much greater than had once been thought, 
while the long-run income elasticity of 
demand is correspondingly lower as well. 
The remaining papers in the volume 
address the related issue of whether govern- 
ment intervention bodes well for accelerated 


_ energy conservation. With reviews of indus- 


trial energy conservation, conservation pro- 
grams by electric utilities, and conservation 
programs at the federal, state, and local 
government levels, one common theme 
emerges, namely, that the regulatory ap- 
proach to accelerating energy conservation 
was clumsy and inefficient at best. To be 
sure, public information programs, tax cred- 
its, and mandatory fuel switching and perfor- 
mance standards required by various public 
agencies did have an impact in bringing 
about some improvements in energy effi- 
ciency. Yet more than any other factor, the 
relative price of energy turns out to have 
been the most important determinant of 
accelerated energy conservation. It is for this 
reason that the editors come out strongly in 
favor of market price incentives to maintain 
continued energy conservation. 

The major unanswered question in this 
otherwise useful volume is whether the shift 
away from regulation-induced shortages and 
adjustments to a relatively free market deter- 
mination of energy prices is sufficient to 
ward off another energy crunch. Given that 
energy substitution and conservation possi- 
bilities are highly dependent on not only the 
relative price of energy, but also on the level 
of income, and on the rate of turnover of the 
capital stock, if conservation is cheaper than 
developing new sources of supply, then should 
we not consider the following: why should 
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we abandon the energy conservation tax 
credits we implemented in the 1970s? Does it 
make sense to continue providing oil deple- 
tion allowances? Why does the United States 
not move to tax energy consumption at rates 
found in Western Europe and Japan so that 
our aggregate energy intensity could ap- 
‘proach the energy efficiency levels of those 
countries? Why should the United States 
even contemplate a tax on imported oil alone 
when it can do so much else to accelerate 
conservation and when it already faces a 
storm of protectionism in international 
trade? Now that we know how successful 
energy conservation can be, it is time to 
examine carefully what steps we should now 
be putting in place to enable the U.S. econ- 
omy to enjoy sustainable economic growth 
without the crippling effects of a future 
energy crisis. 


PHILLIP LeBEL 
Montclair State College 
Upper Montclair 
New Jersey 


TUNSTALL; JEREMY. Communications 
Deregulation: The Unleashing of Ameri- 
ca’ Communications Industry. Pp. Xi, 
324. New York: Basil Blackwell, 1986. 
$24.95. 


It has long been the practice of govern- 
ments to decontrol any activity over which 
controls have ceased to be practical because 
of the magnitude of the task. Thus by 1694, 
the old Licensing Act in Britain died of 
senility because it had become too difficult to 
enforce in the light of the growing number of 
printing presses. Prohibition probably ex- 
pired for similar reasons. In their place came 
laws that provided for the punishment of 
excesses. 

The regulation of telecommunications in 
the United States dates back to the 1930s. 
Other regulatory legislation was enacted in 
the Johnson and Nixon decade of 1965-75. 
The deregulation that this book deals with 
started in the decade of 1975-85, by which 
time the megatrend age of communication 
technology had set in. 
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Jeremy Tunstall of the Zity University of 
London can hardly be called an outsider 
looking in upon the United States. He is a 
sociologist who has mad2 mass media on 
both sides of the Atlantic his specialty and he 
tackles this slice of Americen communication 
history with gusto. His range of interests is 
broad within that topic, covering the broad- 
cast networks, cable television, the motion 
picture industry, videocassette recorders, 
communication satellites, computer data ser- 
vices, the electronic press, and, of course, the 
divestiture of Ma Bell, which he covers quite 
thoroughly. 

Aside from the deregulated, he also looks 
at the deregulators in chatty chapters. They 
include the White House, the Congress, the 
Federal Communications Commission, other 
executive branches of thz government, the 
courts, and lobbyists. In the midst of all this, 
he does not neglect banks, lawyers, interna- 
tional organizations such as the United 
Nations Educational, Scientific, and Cultural 
Organization and the International Telecom- 
munication Union, and politicians, all of 
whom play arole, pro or con, in the deregula- 
tion story. . 

Is this book worth reacing, owning, possi- 
bly using as a textbook in university courses? 
It is comprehensive. Tunstall followed up on 
every reference he coukd find to his key 
words, often letting himself go off on every 
tangent to which his sleuching took him. His 
metaphors and similes are distracting at 
times, as is his fascination with acronyms. 
The table of 114 abbreviations at the start of 
the book is definitely needed. Also some of 
his authoritative statements must surely be 
his personal opinion. The social and political 
scientist may wonder why so little attention 
was given to the deregulation of mass media 
content, but, of course, this is a controversial 
area that is still in process. 

But on the whole, the book covers an 
important period in U.S. mass communica- 
tions history and isinter2stingly written. For 
that reason it is worth reading and owning. 

L JOHN MARTIN 

University of Maryland 

College Park 
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VOGEL, DAVID. National Styles of Regu- 
lation: Environmental Policy in Great 
Britain and the. United States. Pp. 325. 
Ithaca, NY: Cornell University Press, 
1986. Paperbound, $12.95. 


NIVOLA, PIETRO S. The Politics of Energy 
Conservation. Pp. x, 294. Washington, 
DC: Brookings Institution, 1986. $31.95. 
Paperbound, $11.95. 


David Vogel states that his book has 
three primary objectives: “to provide an 
overview of British environmental policy, to 
compare the patterns of government regula- 
tion in Great Britain and the United States, 
and to explain why these two nations have 
adopted such divergent approaches.” Vogel 
does an excellent job of accomplishing the 
first two objectives—-indeed, about half way 
through one begins to wonder why the book 
was not titled Environmental Policy in Great 
Britain and Some Comparisons with the 
United States. Vogel also does a good job 
explaining the social, historical, and cultural 
reasons behind differing regulatory ap- 
proaches in each country. 

The book begins in the introduction and 
first chapter with a summary of regulatory 
differences between the two countries. The 
primary differences have to do with flexibility 
and formality. In environmental regulation— 
and as we learn in chapter 5, in most 
regulatory areas—the American approach is 
comparatively rigid and rule oriented while 
the British system is informal and flexible. 
For example, environmental-impact state- 
ments are optional in Britain and, with afew 
exceptions, the British avoid uniform emis- 
sion standards and ‘instead tailor require- 
ments, working with polluters, to fit a partic- 
ular situation. Britain, unlike the United 
States, relies to a great extent on industry 
self-regulation. The first chapter contains an 
interesting history of British environmental 
policy beginning in the early nineteenth 
century and a discussion of the development 
and current status of the environmental 
movement in Britain. 

Vogel uses short case. studies in several 
parts of the book to illustrate the environ- 
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mental regulatory process at work in Britain. 
In chapters 2 and 3 he details the politics and 
policy of air and water pollution and land- 
use planning. These chapters and the case 
studies portray a regulatory environment 
where interest groups—or amenity proups— 


and the public have a very limited role. With . 


the exception of land-use planning, where 
the public is likely to' become involved, 


relatively few environmental policies in Britain 
have come to the attention of either Parliament or 
a governmental minister; most are decided in more 
private and less visible forums, usually through 
negotiations between civil servants and representa- 
tives of industry from which amenity groups and 
the public are often excluded (p. 68). — 


Given the regulatory environment 
described by Vogel, one would expect that 
either the British environmental bureaucracy 


- has been co-opted by industry or it is ineffec- 


tual in controlling pollution. In chapter 4 
Vogel argues that neither is the case. In fact, 
although comparisons are difficult, there 
seems to be little difference between the two 
countries in terms of success at controlling 
pollution. 
Chapter 5 examines regulatory policy ina 
number of different areas in both countries 
including occupational health and safety, 
consumer protection, and drug regulation 
and concludes that “each nation does exhibit 
a distinctive regulatory style, one that tran- 
scends any given policy area.” As in environ- 
mental policy, that style is one of informality 
and flexibility versus formality and relative 
inflexibility. Chapter 6, by tracing social, 
economic, and cultural developments in the 
two countries, attempts to explain these 
differences in regulatory style. Basically the 
attitudes of businesspersons toward govern- 
ment in each system evolved differently. In 
Britain, due in part to a desire for social 
acceptance and the high status of civil ser- 
vants, businesspersons did not object to 
government expansion and accepted their 
social responsibilities. In Britain “the ideol- 
ogy of ‘corporate liberalism,’ with its accep- 
tance of a legitimate role for public authority 
and its notion of a partnership between ‘big 
business’ and ‘big government’” became 
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accepted. In contrast, American executives . 


remained distrustful of public authority. 
Socially, the pursuit. of wealth for its own 
sake remained acceptable to the nation’s 
‘upper class. This makes for fascinating read- 
ing and it all seems plausible enough, but the 
causal connection between the social devel- 
opments and contemporary regulatory envi- 
ronment were a bit weak for me. 

The final chapter integrates Vozel’s find- 
ings with the literature on British and Ameri- 
can politics and comparative political 
economy. . 

National Styles of Regulation is must 
reading for students of regulatory policy. 
Those interested in U.S. environmental policy 
will enjoy the comparative approach but 
may want to look elsewhere as well for a 
more political treatment of Britain’s environ- 
mental policy. Seeing Green by Jonathan 
Porritt is an interesting, if sometimes radical, 
example. l 

Although the book is well written and 
organized, there are places that might have 
benefited from a little more careful editing. 
Incorrect dates were given for the Santa 
Barbara oil spill, Three Mile Island, and the 
Torrey Canyon disaster. But these are minor 
inconveniences for what is a very valuable 
contribution to the literature in regulatory 
policy and comparative environmental 
policy. 

Pietro S. Nivola’s book focuses only on 
the United States. The Politics of Energy 
Conservation is a well-organized, well-writ- 
ten, and informative book that will be useful 
for anyone interested in the development, 
use, and management of energy. The book is 
organized into six chapters. The introductory 
chapter persuasively argues for using price 
or cost as the most efficient and equitable 
means of conserving energy. Although Nivola 
dismisses the regressiveness problems asso- 
ciated with higher energy costs by suggesting 
that income maintenance programs would 
be more efficient and although he only 
briefly mentions the political obstacles to 
creating new income maintenance programs, 
his analysis of the skewed impact and inten- 
tional and unintentional inequities in the 


current system of energy regulations leaves 
little doubt that price is a more equitable and 
efficient means of conserving energy overall. 

Chapters 2 through 5, constituting the 
bulk of the book, focus on oil, natural gas, 
electric rates, and the gas tax. Chapter 2 
examines the politics of the deregulation of 
oil, primarily the events surrounding the 
passage of the Energy Policy and Conserva- 
tion Act of 1975. Chapter 3 discusses the 
politics of deregulation of natural gas, pri- 
marily by examining the Natural Gas Policy 
Act of 1978. Chapter 4 focuses on the issues 
and controversies surrounding attempts at 
revising electric utility rates, dealing largely 
with the Public Utility Regulatory Policies 
Act, which is part of the 1978 National 
Energy Act. And chapter 5 deals with the 
attempts that have been made to increase 
taxes on gasoline, focusing on efforts under- 
taken during the Carter administration. 

Each of these main chapters is divided 
into roughly the same subsections. One is on 
interest groups, where Nivola describes the 
role, importance, and possible influence of 
groups in each policy area. Another is on 
public opinion, where Nivola attempts to 
measure the influence, importance, or rele- 
vance of public opinion to the controversy 
being examined. Localism constitutes an- 
other, and here Nivola examines the influ- 
ence of region or state on the positions of 
policymakers—usually through congressional 
roll call analysis. Another subsection covers 
policy management, or what and how suc- 
cessfully programs or political battles have 
been handled. The last is on political convic- 
tions, including the role of party and ideology 
in the controversy under study. 

The sixth chapter is largely an excellent 
summary of the findings in the book as well 
as a more detailed examination of the role of 
ideology and partisanship in the politics of 
energy conservation. 

Although it is difficult to summarize 
Nivola’s findings, there are some generaliza- 
tions that can be made. Concerning the role 
of interest groups, Nivola finds that in many 
cases what is popularly assumed about 
energy-lobby unity is often not correct and 
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concludes that organized groups “are not the 
central barriers to efficient energy pricing.” 
Perhaps not surprisingly, with the exception 
of the gas tax issue, Nivola finds little 
connection between public opinion and the 
energy policies studied. And, perhaps surpris- 
ingly, the effects of localism or regionalism 
are not as pronounced as one might think. 
For.example, on natural gas deregulation, 
although congressmen in the Southwest were 
united in support of deregulation, there were 
also substantial minorities in favor of deregu- 
lation in the Northeast and Midwest, areas 
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that would clearly be hurt by higher gas 
prices. 

These apparent anomalies are due, in 
large part, to the role of ideology and party. 
The making of price policy for energy “is 
more than the influence of lobbies, public 
opinion, localism, and styles of policy man- 
agement. Intense political convictions collide 
over the issue, and they are central to 
understanding it.” 

ZACHARY A. SMITH 

University of Hawaii 

Hilo 
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